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Foreword by the Secretary of Agri- 
culture I write these words in a time of uncertainty. No one 
can foresee the results of recent economic and international 
developments. We can see, though, the need to understand the 
underlying trends and to use them to advantage. After the war 
our export markets expanded greatly 
and then shrank. Marketing became 
much more costly. The need grew for 
bigger and more stable markets at home 
and abroad and for more efficient meth- 
ods of storing, transporting, and dis- 
tributing the products of our farms. 
Those problems concern every farmer, 
every processor, every distributor, every 
family in the United States. 

Our marketing system is intricate. It 
is sensitive to many economic and inter- 
national developments. It includes mil- 
lions of processors and dealers, each 
making his own plans. When one first 
looks at such a complex system, he may 
easily get an impression of disorder in it. 

Yet there is a guiding principle. 
Adam Smith, a Scottish political econo- 
mist of the eighteenth century, pointed 
out that the individual producers and 
businessmen, acting in their own self- 
interest as they make their countless 
separate decisions to buy or sell or hold 
or ship, are led as if by an invisible 
hand to benefit the general public. The 
principle is one of beneficial competi- 
tion. When all buyers and sellers have 
accurate information, the process of 
competition can help the farmer and 
the consumer. 

In practice, however, competition 
often is imperfect and our factual in- 

formation is far from complete. Ad- 
justments therefore often are slow, 
and Government—local. State, and 
Federal—is asked to help, to speed 
things up, to supplement individual 
efforts with broader measures. All 
need to work together to improve the 
marketing process. 

The challenge to our American sys- 
tem is to maintain both freedom and 
order—to assure the flexibility that 
stimulates progress and the stability 
that promotes steady employment and 
purchasing power. 

To that challenge we in the Depart- 
ment of Agriculture have increasingly 
turned our thoughts and efforts. Great- 
er emphasis than ever before has been 
placed on marketing as a mainspring 
of our national and individual lives. 
I am confident that we shall meet 
that challenge—that all of us, fully 
informed as to the scope and demands 
of marketing, will reach our goal of 
stable well-being. 

So, I bespeak a continuing search 
for the facts needed for understand- 
ing fully our economic problems, espe- 
cially the problems of marketing. To 
that search this Yearbook is a contri- 
bution. 

EZRA TAFT BENSON. 





Preface by the Editor The purpose of 
this book is to give information about the dynamic business that 
brings American farm products to their users. The information 
should help many persons: The farmer, to make more money; 
the housewife, to buy better; the wholesaler, retailer, and all the 
others who handle farm products, to 
give better service; the administrator 
and student of agriculture, to get a 
broader view of the structure of this 
large sector of our economy, within 
which so many agricultural problems 
come to focus. 

Our purpose is not to outline an of- 
ficial program, for that has never been 
a function of the Yearbooks of Agri- 
culture. Analysis is to be found herein, 
yes, and some discussion of controver- 
sial issues, because marketing involves 
competitions, tensions, and differences 
of opinion. The contributors were free 
to develop their assignments as they 
thought best. 

They explain, discuss, and describe, 
but they were not asked to support a 
prescribed case or cause. The reader 
is left free to draw his own conclusions 
from the facts, estimates, and argu- 
ments we set forth. 

Many questions are not answered, 
at least not fully: In a fast-changing 
field like marketing it is impossible to 
do so, and it would not be right to 
pretend that we could. 

A related volume is Crops in Peace 
and War, the 1950-1951 Yearbook of 
Agriculture, which describes the many 
uses to which farm products are put 
and alternative uses in times of over- 

production or scarcity. The two books 
are intended as guides to the thinkini» 
of citizens about agricultural stability. 

The chapters of this book are organ- 
ized to give first a general view of the 
components of the marketing system 
and its importance, then a description 
of its major parts, and finally discus- 
sions of its many problems. An Atlas 
of Marketing pictures the handling of 
some of our main products. 

The whole book, we think, is worth 
reading by everyone who is interested 
in learning more about this vital, every- 
day subject, but to those who want only 
a basic introduction we recommend 
especially the chapters that begin on 
pages 3,11,52,72,164,195,211,and395. 

The book was planned and outlined 
in the spring of 1952. Most of the 
writing was done in 1952 and early 
1953. Congress appropriated funds for 
publishing it in May 1953. The proofs 
were approved in May 1954. 

Special acknowledgment is made of 
the work of Catherine F. George, the 
editor's assistant. 

Grateful acknowledgment also is 
made of the interest of persons in the 
Congress and elsewhere which insured 
the continued publication of the 
Yearbooks. 

ALFRED STEFFERUD. 
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Marketing 



The Basis 

The basis of marketing 
is this: Farm goods must be stored, transported, proc- 

essed, and delivered in the form, at the time, and to the 

places that consumers desire. Those functions are per- 

formed more and more by specialists and less and less 

by farmers. Their competition for your dollar encourages 

efficiency—and conflict. The price of goods processed or 

made from American farm products in recent years has 

run about two and one-half or three times the farmers' 

cash receipts. Is something wrong, then, with our mar- 

keting system? An answer to that question and others 



like it rests on an understanding of marketing, which can 
be said to begin at the farm gate. A brief first look dis- 
closes the many things that happen afterward : Assem- 
bling the raw commodities, transportation, preparation 
for use, storage, shifting and sharing risks, change in 
ownership, pricing and exchange, wholesaling and retail- 
ing. They are described in detail later. More than 
a million American firms engage in those activities; 
they employ 10 million workers. 

Marketing: 
What Is It? 
Why Is It? 

Marketing is part and parcel of the 
modern productive process, the part 
at the end that gives point and purpose 
to all that has gone before. 

Marketing is getting the product to 
the consumer. 

And it is the product, too: The 
bread from the wheat, the cloth from 
the cotton, the steak from the beef, 
the salad from the lettuce. It is service 
and utility: The stores that sell the food 
and clothing, the railroads and trucks 
that carry the goods, and banks, eleva- 
tors, markets. It is people and work. 

Wheat that is put in an elevator in 
Kansas is of no use to the housewife in 
Atlanta who wants to make rolls for 
dinner. Cattle on a Texas ranch are not 
steaks in New York. Cotton at a gin in 
Alabama is not a dress at a party in 
Dubuque. 

This is the basic fact with which we 
start our exploration of agricultural 
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marketing: The goods that farmers 
grow and sell must be stored, trans- 
ported, processed, and delivered in the 
form and at the time and to the places 
that consumers desire. 

The storing, transporting, process- 
ing, and delivery are the simpler parts 
of marketing. Farmers in an earlier 
day often did them when they sold 
directly to customers. Some people 
still buy some products from some 
farmers, especially in small towns and 
rural communities. But specialization 
is the general rule today. Fewer and 
fewer farmers sell directly to con- 
sumers. Rather, each function that 
occurs in marketing or between the 
time the farmer first offers his products 
for sale and the final purchase—each 
function is performed by agencies or 
persons who have some particular 
advantage or skill. 

Specialization—the division of la- 
bor—itself creates a series of activities 
in the marketing process. As the proc- 
ess becomes increasingly complex, as 
more and more steps come between 
the farmer and the buyer, agencies or 
individuals appear whose only business 
is to facilitate exchange of ownership— 
commodity exchanges, brokers, com- 
mission houses. Many-sided questions 
also arise as to the division of supplies 
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among buyers, of returns among those 
who contribute to the final product, 
and of providing guidance to farmers 
and producers as to future plans for 
what, when, and how much. 

We seem to have come to accept this 
specialization without much question 
even though Americans prided them- 
selves not long ago on being jacks-of- 
all-trades, personally able to do any- 
thing that was necessary. 

The reason lies in the efficiency of 
the new way and the need to divide 
up the tasks as a means to the smooth 
operation of the new mechanized sys- 
tem. Even though the soil and climate 
in places in Louisiana and a few other 
States are most favorable for growing 
early strawberries, any farmer there 
could not afford to produce on a com- 
mercial scale if he himself had to carry 
the strawberries to Pittsburgh and 
peddle them from house to house. 
Adapting farm production to the vari- 
ous possibilities of soil and weather 
over our vast country depends chiefly 
on adequate transportation and on 
handling and sales agencies that do 
the job at reasonable cost. 

Or if early strawberries are too nar- 
row an example, consider any of the 
great staple commodities—oranges, 
which need the climate of the far 
South, the great corn and livestock 
business built upon the rich soils and 
temperate climate of the Corn Belt; or 
the volume, methods, and location of 
wheat production in the Great Plains. 
The existence of such types of agricul- 
ture, the organization of the farms 
within the areas, and the year-to-year 
changes in the farmers' decisions as to 
what to do rest on a highly geared 
marketing system made up of thou- 
sands of separate agencies, each essen- 
tially independent but together one 
closely knit, flexible system. 

Creameries, elevators, packing sheds, 
canneries, tobacco warehouses, cotton 
gins; local buyers, assemblers, auction 
markets; trucklines, railroads, and air- 
cargo companies; commission houses, 
brokers, organized exchanges, credit 
institutions; packing plants, flour and 

textile mills, cigarette factories; whole- 
salers, jobbers, exporters, converters, 
factory sales representatives; independ- 
ent and chain groceries, specialized 
clothing and the general department 
stores, mail-order houses, drugstores, 
restaurants—those are the kinds of 
agencies that move farm products to 
consumers over the United States and 
the rest of the world. 

OUR MODERN MARKETING system has 
several functions: 

From one standpoint, its function 
is to move the desired varieties of 
farm and food products to consumers 
in the desired forms and conditions at 
the lowest possible cost. 

From another standpoint, its func- 
tion is to make a living for people 
working in it and to yield reasonable 
returns to the capital and management 
skills devoted to it. 

And in a dynamic economy such as 
the one we live in, the marketing 
system also has the function of finding 
and developing new markets—new, 
that is, in the sense of moving new 
products, better products, or more of 
the old products, either at home or 
abroad. 

These three functions do not neces- 
sarily conflict with each other. In 
fact, in an economy based on free 
enterprise and competition they lead 
to the same end. 

But one should not think there are no 
conflicts of interest in marketing. 
Competition itself is a form of conflict 
between agencies engaged in the same 
line of business. Conflicts occur also 
between products and between prime 
producers (that is, farmers) and the 
marketing agencies. After all, the in- 
comes of consumers and their stomachs 
are limited. 

What farmers want from the market- 
ing system is expressed perhaps as well 
as anywhere in the preambles to State 
laws that authorized farm cooperatives 
in the i92oJs. That is, the objective is 
to "encourage the intelligent and or- 
derly marketing of agricultural prod- 
ucts ...to eliminate speculation and 
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waste ...to make the distribution of 
agricultural products between pro- 
ducer and consumer as direct as can 
be efficiently done; and to stabilize the 
marketing of agricultural products." 

To good salesmen the American 
market is big, exciting, different. It is 
up to them to make the most of it, to 
catch the consumer's attention, to sell. 
Their efforts lead to advertising and 
the development of new services and 
products in an attempt to get a larger 
part of an established market and to 
enlarge the total market. Farm prod- 
ucts and the commodities processed 
from them—food, clothing, industrial 
materials of many kinds—get their 
share of this selling effort. 

The immediate interests of food 
processors and textile manufacturers 
and others like them and of those who 
wholesale and retail the products are 
closely related. In many industries, in 
fact, the advertising and related sales 
activities of manufacturers and re- 
tailers are so closely tied together as to 
be one. But in the food and clothing 
fields, in which the larger part of the 
trade is in staple, nonbranded items, a 
sharp line still divides the sales activi- 
ties of the intermediate handlers and 
the retailers who make most of the 
day-to-day sales effort. 

The average American consumer 
expects the marketing system to keep 
the goods flowing continuously into 
the retail outlets handiest to him, 
preferably at prices that allow him a 
rising standard of living. That goal 
requires just as much of the farmers as 
it does of the marketing system. 

American farm products also move 
into foreign markets. In them, too, 
despite an intervening web of trade 
difficulties that can sometimes con- 
siderably modify the free-market de- 
mand, the basic marketing function is 
to find and serve the final user. 

SOME PEOPLE seem to regard market- 
ing as a merely passive act and the 
function of the marketing agencies as 
merely to stand ready to supply de- 
mands. But in  a growing,  dynamic 

economy, in which competition is the 
chief coordinator, marketing agencies 
try always to create new or larger 
demands for their products. Some un- 
certainty may result, but that is one 
of the chief factors in economic growth. 

Farmers want maximum returns 
over costs. So do the marketing agen- 
cies. The workers engaged in market- 
ing want better wages. But the buyer's 
dollar must cover returns to producers 
and all the marketing interests. The 
competition for a larger share of the 
dollar on the part of farmers and 
everyone else along the line is the 
factor that does most to select and 
force efficiency among producers and 
marketing agencies—efficiency here 
being the ability to meet the specific 
demands that consumers are willing to 
translate into actual purchases. There- 
in lie most of the conflicts in marketing. 

The market for goods processed or 
fabricated from American farm com- 
modities runs some two and one-half 
to three times farmers' cash receipts— 
in recent years, perhaps as much as 85 
billion to 90 billion dollars (including 
the wholesale value of farm export 
commodities in the foreign market) 
compared to annual cash sales of 30 
billion to 33 billion dollars. In recent 
years, farmers have received 45 to 50 
cents of each dollar Americans spent 
for food at retail, 25 cents out of each 
dollar spent for food in restaurants, 
and 12 to 15 cents out of each dollar 
spent for ordinary clothing, household 
textiles, and tobacco products at retail. 

Such details and the tendency of 
marketing costs to hold steady or even 
go up when farm prices are falling lead 
thinking people to ask: Is enough effort 
being concentrated on selling the basic 
products, or are sales activities increas- 
ingly creating a demand for more and 
more services?—that is, for services like 
packaging, refrigeration, pre-prepara- 
tion, and pleasant shopping conditions. 
Does the existence of inflexible market- 
ing costs so far separate farmers and 
consumers as to weaken the traditional 
guidance functions of the marketing 
process? To what extent has concen- 
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tration or organization of the various 
agencies or elements within the mar- 
keting system changed the relative 
bargaining strength of farmers? 

We leave for later consideration the 
answers to those questions and the 
many changes and improvements that 
are going forward in marketing. It is 
enough in this introduction to explain 
why we have marketing and to indi- 
cate its nature and the framework 
within which its problems are set. 

The demand for farm products is a 
derived demand—that is, the demand 
works backward from the consumer to 
the retailer to the wholesaler to the 
processor to the assembler to the 
farmer. A long chain of agencies or 
functions intervene between the aver- 
age farmer and the final users of his 
products. Because the demand for 
farm products is closely keyed to the 
consumer's dollar, imperfections or 
disturbances in marketing often fall 
hardest on the farmer—a tendency 
reinforced by the fact that many mar- 
keting costs are relatively inflexible. 

Regardless of the problems and 
inequalities, though, American farm- 
ers and the business agencies which 
handle, process, and sell their com- 
modities have a strong common 
interest. They do need to understand 
(as do the rest of us) the marketing 
process better, because understanding 
is one of the main routes to improve- 
ment. (0. V, Wells.) 

And What 
Are Its 
Parts? 

Before we get farther along, let us 
get a quick bird's-eye view of the ele- 
ments of agricultural marketing as a 
basis for detailed explanations later. 

Marketing itself may be said to begin 
at the farm gate. One of its first steps 
is assembling the raw commodities. It 
may begin with country buyers or at 
the local creamery, country elevator, 
buying station, cotton gin, cotton or 
fruit warehouse, or local processing 
plant. It may begin at interior or cen- 
tral stockyards, elevators, or ware- 
houses. It may begin when farmers 
offer their products for direct sale at 
farmers' markets or large retail outlets. 

Transportation becomes a major 
factor at the start of assembling and 
continues to be important throughout 
almost all phases of marketing. A net- 
work of railways, waterways, airways, 
highways, assembly yards and transfer 
points, manned around the clock by 
truck drivers and engineers, conduc- 
tors and captains, pilots, trainmen, 
dispatchers, and signalmen, carries the 
goods to intermediate processing and 
distribution points and to final markets. 

Most agricultural commodities are 
processed in some way. Some fruits 
and vegetables are canned. Meat ani- 
mals are slaughtered, cut up, and 
chilled. Wheat is ground, and the 
flour is baked into bread. Soybeans 
are crushed, and the oil is made into 
margarine and shortening; the meal is 
used for livestock feed or refined for 
high-protein flour. Cotton is spun into 
thread and yarn; the yarn goes into 
cloth, and the cloth into shirts and 
dresses and sheets. Byproducts of many 
agricultural products yield glycerin, 
furfural, fatty acids, enzymes, hor- 
mones, and many other chemicals. 

A related function is packaging. Its 
primary purpose is to place the prod- 
ucts in convenient forms for shipment, 
storage, or sale. Prepackaging of per- 
ishable products before they are put 
on retail display is a new, fast-growing 
development. 

Because agricultural production is 
seasonal, the products have to be stored 
for orderly distribution later. The 
storage function involves risks—risks 
of deterioration of products in storage 
and risks of fluctuating market prices. 
Fairly elaborate precautions arc taken 
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tration or organization of the various 
agencies or elements within the mar- 
keting system changed the relative 
bargaining strength of farmers? 

We leave for later consideration the 
answers to those questions and the 
many changes and improvements that 
are going forward in marketing. It is 
enough in this introduction to explain 
why we have marketing and to indi- 
cate its nature and the framework 
within which its problems are set. 

The demand for farm products is a 
derived demand—that is, the demand 
works backward from the consumer to 
the retailer to the wholesaler to the 
processor to the assembler to the 
farmer. A long chain of agencies or 
functions intervene between the aver- 
age farmer and the final users of his 
products. Because the demand for 
farm products is closely keyed to the 
consumer's dollar, imperfections or 
disturbances in marketing often fall 
hardest on the farmer—a tendency 
reinforced by the fact that many mar- 
keting costs are relatively inflexible. 

Regardless of the problems and 
inequalities, though, American farm- 
ers and the business agencies which 
handle, process, and sell their com- 
modities have a strong common 
interest. They do need to understand 
(as do the rest of us) the marketing 
process better, because understanding 
is one of the main routes to improve- 
ment. (0. V, Wells.) 

And What 
Are Its 
Parts? 

Before we get farther along, let us 
get a quick bird's-eye view of the ele- 
ments of agricultural marketing as a 
basis for detailed explanations later. 
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offer their products for direct sale at 
farmers' markets or large retail outlets. 
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continues to be important throughout 
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Most agricultural commodities are 
processed in some way. Some fruits 
and vegetables are canned. Meat ani- 
mals are slaughtered, cut up, and 
chilled. Wheat is ground, and the 
flour is baked into bread. Soybeans 
are crushed, and the oil is made into 
margarine and shortening; the meal is 
used for livestock feed or refined for 
high-protein flour. Cotton is spun into 
thread and yarn; the yarn goes into 
cloth, and the cloth into shirts and 
dresses and sheets. Byproducts of many 
agricultural products yield glycerin, 
furfural, fatty acids, enzymes, hor- 
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ucts in convenient forms for shipment, 
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ishable products before they are put 
on retail display is a new, fast-growing 
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seasonal, the products have to be stored 
for orderly distribution later. The 
storage function involves risks—risks 
of deterioration of products in storage 
and risks of fluctuating market prices. 
Fairly elaborate precautions arc taken 
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to guard against any deterioration of 
products from excessive moisture, heat, 
contaminating metals, bacteria and 
fungi, insects, and rodents and against 
loss from fire and theft. 

Whether a stored commodity is held 
by a farmer, a warehouseman, a proc- 
essor, a wholesaler, or a retailer, the 
risk of a drop in the market price is al- 
ways present. Various devices are used 
to shift the risk or to spread the risk. 

For certain commodities, such as 
wheat and cotton, the farmers can get 
Government nonrecourse loans. The 
farmers can redeem the loans and sell 
when prices are good. Or they may 
permit the Government to take title 
to the commodity at the loan-maturity 
date; then the farmers have received 
the benefit of the full loan value. The 
Government assumes all market price 
risk below the loan value. 

Another device is to sell products for 
later delivery. A wheat miller might 
sell flour to bakeries for later delivery 
at the price prevailing when he bought 
the wheat. The deferred delivery 
period might be 30 days to 6 months, 
depending on buyers' needs and will- 
ingness to run the risk of falling prices. 

A more widely used device is the 
buying and selling of futures contracts 
on the commodities exchange. All in- 
dividuals or firms holding agricultural 
commodities for which futures markets 
are available may guard—"hedge"— 
against price changes in that way. Es- 
sential marketing services are per- 
formed by the people who run the 
futures exchange and enforce its trad- 
ing rules, the brokers who act as 
agents on the floor of the exchange, 
and the speculators who assume the 
risks and thus make hedging possible. 

Retailers are protected to a degree 
against change in price by the practice 
of pricing goods on the basis of a spe- 
cific markup over the acquisition cost. 
The practice is not always feasible on 
a highly competitive market; custom- 
ers may not pay the price. Pricing 
goods for rapid turnover is another 
way in which retail distributors can 
reduce price risks. 

Another major role of marketing 
relates to change in ownership. Agri- 
cultural goods, like most other goods, 
have value only in terms of their use- 
fulness—utility—to consumers. The 
pricing and exchange functions asso- 
ciated with possession are the heart of 
marketing. 

Pricing is the determination of mar- 
ket values in terms of money. Buyers 
and sellers at a given time agree on a 
common evaluation. Prices may vary 
from day to day or hour to hour, de- 
pending on demand and supply. But 
in time prices of different commodi- 
ties seek different levels in accordance 
with the relative utilities of the com- 
modities and their costs. A ton of 
wheat contains more nutrients than a 
ton of hay and costs more to produce. 
Thus the price of a ton of wheat ordi- 
narily is about three times the price of 
a ton of hay. 

Exchange involves the transfer of 
ownership—goods for money or goods 
for goods. Most exchange transactions 
are concluded with the payment of 
money, although some barter ex- 
change is practiced among countries 
having centrally controlled trading 
agencies. 

Many people and agencies are en- 
gaged in the exchange of agricultural 
products. The courts stand ready to 
enforce rules of fair dealing. Commer- 
cial banks provide credit for the ship- 
ment of products and to finance pro- 
cessing and storage. The futures mar- 
ket is available to help in spreading 
the market price risk. Several auxiliary 
services are performed to facilitate 
pricing and exchange, including sani- 
tary inspection, dissemination of mar- 
ket news, and market forecasting. 

Another service is the grading of 
products by recognized standards of 
quality. Grading helps farmers get 
fair prices for their products. It also 
permits commercial buyers to make 
purchases of such products as milk, 
butter, eggs, and meat on a basis of 
quality and price. 

Wholesaling and retailing, two es- 
sential services, are performed on the 
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widest scale possible. They reach every 
community. 

Wholesale assembly and distribution 
particularly is a key activity in the 
whole marketing system, since the 
wholesale market represents the focal 
point in the flow of goods from pro- 
ducer to consumer. 

Price changes and the surpluses or 
shortages of specific products are often 
first noted in wholesale channels. The 
wholesaler to a certain extent regulates 
the market price. If more pork is 
offered through trade channels than 
consumers will take at a given price, 
the wholesaler promptly reduces his 
price bid to packinghouses; prices paid 
for live hogs on the one hand, and for 
wholesale cuts of pork on the other, 
will decline. Reduced prices to con- 
sumers are thus made possible, and a 
larger supply of pork will be absorbed. 
An opposite action will occur, with ris- 
ing prices to producers and consumers, 
when pork becomes scarce. 

Besides assembling a wide assort- 
ment of products, the wholesaler also 
may extend short-term credit to buy- 
ers. Often he assists retailers in solving 
merchandising problems. Sometimes 
wholesalers prepackage products. 

Retailing is the final link in the dis- 
tribution chain. Several hundred thou- 
sand retail foodstores and additional 
thousands of department, dry goods, 
and cigar stores and other specialty 
stores throughout the country satisfy 
day-to-day consumer requirements for 
food and other products of agricultural 
origin. 

Retailing has undergone dynamic 
change in a few decades. Regional and 
national chainstore organizations have 
grown rapidly. In our automobile age, 
retail stores have become fewer and 
larger. They also have enlarged their 
services to buyers. 

Retailers, wholesalers, processors, 
farmer cooperatives, and farm organi- 
zations and trade associations are en- 
gaged in merchandising farm prod- 
ucts. Merchandising, defined by the 
American Marketing Association as 
"the planning involved in marketing 
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the right merchandise or service at the 
right place, at the right time, in the 
right quantities, and at the right 
price," involves promotional activi- 
ties—attractive packaging and display, 
advertising, product differentiation in 
an effort to establish customer loyalty 
for brand names, competitive pricing, 
and personal salesmanship. A great 
deal of thought, effort, and money goes 
into this activity; without it, some of 
the variety, freshness, and appeal of 
agricultural products now available to 
consumers would be lacking. {Robert 
M. Walsh.) 

What Can 
It Do 
for Us? 

Statisticians predict that the popu- 
lation of the United States will con- 
tinue to grow rapidly. They expect 
more than 200million people by 1975— 
one-third more than in 1950. Food 
supply will be a vital factor in deter- 
mining where and how the people will 
live and how well they will live. Indeed, 
if the trend toward better eating of the 
past 25 years continues, we will re- 
quire by 1975 not just 33 percent more 
food, but around 45 percent more— 
measuring the amount in value terms 
that reflect quality preferences and the 
added services that consumers want. 

A glance backward points up the 
magnitude of the development. 

The population of the United States 
in 1800 was 5 million persons, almost 
all of whom lived east of the Appala- 
chians. About 95 percent lived on 
farms. The few urban communities 
were eastern seaport towns, whose in- 
habitants were fed from the produce 
of nearby farms. By 1900, population 
was more than 75 million, 30 million 
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of whom lived in urban communities 
scattered between the Atlantic and the 
Pacific. The population of three cities 
exceeded a million, and the population 
of 33 others exceeded 100,000. 

By 1950 the population had again 
doubled, exceeding 150 million, of 
whom nearly. ioo millions lived in 
cities. The number of people living on 
farms actually started downward in 
this half century, falling from 32.5 in 
1916 to 25 million in 1950. Cities con- 
tinued to grow in size and number; in 
1950 there were 151 metropolitan 
areas of more than 100,000 population, 
of which 14 had more than a million 
inhabitants. The largest—New York- 
northeastern New Jersey—was almost 
13 million. By then the railroads were 
supplemented by an even vaster system 
of highways over which fleets of trucks 
carried an uncounted but enormous 
volume of long- and short-haul traffic, 
including large quantities of foods and 
other farm products. 

Whereas at the beginning of this 
Nation's history 9 out of 10 people 
lived on farms, today the number is 
fewer than 1 in 6. And whereas at the 
beginning of our history nearly every 
family raised its own food or bought 
it directly from the producer, today 
the number of people engaged pri- 
marily in marketing food—in getting 
it from the farmers to consumers— 
approaches that engaged in producing 
the food in the first place. The total 
cost of processing and distributing the 
food after it leaves the farm exceeds 
the amount the farmers get. Food 
marketing is the business of some of our 
largest industries, and of several of our 
largest corporations—the meatpackers, 
grain dealers, flour millers, canners, 
chainstore companies. Even so, the 
combined job of producing food in the 
United States today and getting it to 
consumers requires less than one-fifth 
of our total productive effort. 

Historically, the great increases in 
our food supplies have come through 
opening new lands to cultivation. By 
now this source of new production is 
about gone. Further increases will have 
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to come mainly through getting more 
output from our present farming acre- 
age. The experience of recent decades 
has demonstrated how this can be 
done—through technological advances 
in production, through further special- 
ization, and the shifting of land from 
extensive to more intensive types of 
farming. 

THE MARKETING SYSTEM, too, can 
help to increase food supplies. It can 
help first of all by adapting facilities 
and trade channels to the new patterns 
of production that will be needed. The 
need in the future will be to facilitate 
changes in the use of existing land. 
When farmers in an area shift to new 
lines of production that permit more 
intensive use of their resources, they 
will need new market facilities to 
handle their products and new trade 
channels to give them access to the 
national market. 

The marketing system can help also 
to achieve fuller use of the foods that 
are produced. It can cut down on 
deterioration and spoilage of foods 
through the new and better methods of 
packing, processing, handling, and 
storage. It can find byproduct uses for 
food materials that now are wasted. 

The marketing system itself will have 
greatly increased volumes to distribute, 
with increasing needs and opportuni- 
ties for improved methods of operation, 
for shortcuts that eliminate unneces- 
sary handling, for improved design of 
facilities, for ways to mechanize oper- 
ations both to speed them up and to 
reduce the labor costs involved, for 
management methods that overcome 
lost motion and prevent wrong deci- 
sions, for improvements in the organi- 
zation of markets to facilitate smoother 
and faster flow of products through 
trade channels. 

The transportation system obviously 
will have a greatly increased volume. 
It will have to carry not only the 
additional food, but all the other 
products needed for a larger popula- 
tion. Historically, its task in expanding 
food supply has been the extension, 
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first of river and canal lines, then of 
railroads, more recently of motortruck 
highways and airlines to open up new 
territories to production. The need of 
the future will be instead to haul a 
greater volume over existing routes. 
Traffic congestion on highways and in 
some instances on railroads is already 
a recognized problem. A great deal of 
ingenuity and imagination will be 
needed to overcome it. Fully as much 
effort will need to be directed toward 
improving local hauling within metro- 
politan areas as toward improving 
over-the-road movement. If the pres- 
ent shift of city people to the suburbs 
continues, more transportation and a 
more complex pattern of transporta- 
tion will be required to distribute the 
foods throughout the spreading resi- 
dential areas. 

Communications facilities will face 
a similar problem. Our free-enterprise 
system works through millions of daily 
decisions of independent farmers, busi- 
nessmen, and consumers throughout 
the country—decisions to buy or sell, 
to ship, process, or store the countless 
products of our farms. Our whole 
economy is a demonstration of the 
efficiency of such a system. But in order 
to achieve this efficiency, the thou- 
sands of independent operators must 
have continuously available informa- 
tion on which to base intelligent deci- 
sions. And each one must have quick 
and ready access to all the others with 
whom he must deal in translating his 
decisions into action. This means 
highly complex and highly organized 
communications. 

We have developed effective sys- 
tems for this in the United States. 
But here again the great increase in 
traffic will require continuing applica- 
tion of ingenuity and imagination in 
devising quicker, simpler, more effec- 
tive ways of assembling, summarizing, 
and disseminating market information, 
in organizing buying and selling more 
efficiently, in facilitating contact be- 
tween operators at distant points in 
the marketing system. We will need, 
for example, to improve and extend 

the use of the grading systems that 
provide a common, precise language 
of trade. We will need to devise more 
compact systems of shorthand nota- 
tion that permit packing more infor- 
mation in brief messages. New arrange- 
ments for direct dialing of long-dis- 
tance telephone calls illustrate a type 
of improvement for speeding up com- 
munications. 

We can also anticipate a great in- 
crease in the role of processing and 
storage in the food-supply system of 
the future. Processing and storage per- 
mit fuller use of the production possi- 
bilities of areas with seasonal disadvan- 
tages. They also reduce the burden 
upon transportation, partly by reduc- 
ing the bulk of commodities that must 
be shipped, partly by spreading the 
shipping season out over the year in- 
stead of having it concentrated at 
harvesttime. Lack of storage facilities 
has hampered the marketing of various 
commodities from time to time in 
recent years. 

Meanwhile the frozen-food industry 
furnishes a current example of how 
new methods of processing and distri- 
bution can draw upon new producing 
areas, expand year-around market out- 
lets, and offer consumers both a better 
product and greater convenience. 

The latter point can be generalized. 
With changing patterns of living and 
continuing increases in consumer in- 
comes, there will be opportunities 
throughout the marketing system for 
developing additional services that 
will contribute to higher living stand- 
ards. Recent history is full of develop- 
ments of this kind—improvements in 
packaging, putting up foods in ready- 
to-use form, partly or wholly precooked 
products. 

Food distribution over the next 25 
years may not, on the whole, be a 
spectacular industry like television, al- 
though it will likely include isolated 
spectacular developments, like that 
of frozen concentrated orange juice 
over the past few years. It will, how- 
ever, be an expanding industry. It will 
face many difficult responsibilities if it 
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is to fulfill its role of furnishing food 
to an increasing population with rising 
standards of consumption. Certainly 
it will be an industry in which there 
is abundant opportunity for ingenuity 
and initiative. {Herman Southworth.) 

How Efficient 
Is Our Marketing 
System? 

Engineers say that no machine can 
be loo percent efficient. There is 
always some friction, some loss of 
power. Any machine produces less 
energy than it consumes. 

But the laws of economics differ from 
the laws of physics, although it is true 
that the economist must reckon with 
friction and waste. We expect our 
marketing machine to have an effi- 
ciency of more than 100 percent—we 
expect the finished goods and services 
to be worth more to the consumer than 
the value of the raw farm products plus 
the value of the labor and capital used 
to process, transport, and distribute 
them. Our standard is not physical 
energy—it is value, whether measured 
in money terms or in such broader 
terms as "satisfaction" or "utility." 

From that viewpoint, no one would 
doubt that processing, transportation, 
and trade add greatly to the value of 
farm products. A billion-bushel crop of 
wheat would not be worth much if it 
were stored permanently on the farm. 
But the flour and bread made from our 
wheat are extremely valuable when 
they are made available to consumers 
at home and abroad. Who would 
doubt that the value of wheat is raised 
by more than the cost of the materials, 
labor, and capital that are used in 
marketing? 

Why, then, do farmers and consum- 
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ers ask, "Is our marketing efficient?" 
What do they mean by the question? 
Probably they want to know at least 
three things : Is our marketing machin- 
ery too complicated? Is technological 
progress in marketing keeping pace 
with that in farming and in business? Is 
it possible to reduce waste, overlapping 
and duplication, and monopolistic 
practices so that the job can be done at 
less expense? 

We do not have the full answer to the 
three questions. But we shall discuss 
them as well as we can on the basis of 
information at hand. 

FIRST, OUR MARKETING machinery 
probably is not too complicated. It 
takes elaborate machinery to do the 
job efficiently in the United States 
today. Simple and direct arrange- 
ments, such as roadside stands, parcel 
post, door-to-door peddling, and retail 
farmers' markets have a minor place 
in our modern economy. As farming 
becomes specialized, and especially as 
distant producing areas are developed, 
it becomes impracticable for most 
farmers to deal directly with consum- 
ers. So the modern farmer usually sells 
to a local buyer. Then the farmer loses 
track of the goods he produced. He 
knows that they are commonly resold 
many times and that many middlemen 
are involved. 

This may seem complicated and 
mysterious. It is complicated, but it 
need not be mysterious. A watch is a 
complicated mechanism, but there is 
no great mystery about it. Few would 
object because a modern watch is 
more complicated than an hourglass 
or than a sundial—at least not if the 
watch runs well. Nor should we object 
to a complicated system of marketing 
if the parts are well coordinated. 

The parts of the agricultural market- 
ing system include about 10 million 
workers, almost 100 thousand proc- 
essing plants, more than 200 thousand 
miles of railroads, 3 million miles 
of highways, 90 thousand wholesale 
establishments, and 1 million retail 
stores, restaurants, and eating places. 



HOW   EFFICIENT   IS   OUR   MARKETING  SYSTEM? 

is to fulfill its role of furnishing food 
to an increasing population with rising 
standards of consumption. Certainly 
it will be an industry in which there 
is abundant opportunity for ingenuity 
and initiative. {Herman Southworth.) 

How Efficient 
Is Our Marketing 
System? 

Engineers say that no machine can 
be loo percent efficient. There is 
always some friction, some loss of 
power. Any machine produces less 
energy than it consumes. 

But the laws of economics differ from 
the laws of physics, although it is true 
that the economist must reckon with 
friction and waste. We expect our 
marketing machine to have an effi- 
ciency of more than 100 percent—we 
expect the finished goods and services 
to be worth more to the consumer than 
the value of the raw farm products plus 
the value of the labor and capital used 
to process, transport, and distribute 
them. Our standard is not physical 
energy—it is value, whether measured 
in money terms or in such broader 
terms as "satisfaction" or "utility." 

From that viewpoint, no one would 
doubt that processing, transportation, 
and trade add greatly to the value of 
farm products. A billion-bushel crop of 
wheat would not be worth much if it 
were stored permanently on the farm. 
But the flour and bread made from our 
wheat are extremely valuable when 
they are made available to consumers 
at home and abroad. Who would 
doubt that the value of wheat is raised 
by more than the cost of the materials, 
labor, and capital that are used in 
marketing? 

Why, then, do farmers and consum- 

ii 

ers ask, "Is our marketing efficient?" 
What do they mean by the question? 
Probably they want to know at least 
three things : Is our marketing machin- 
ery too complicated? Is technological 
progress in marketing keeping pace 
with that in farming and in business? Is 
it possible to reduce waste, overlapping 
and duplication, and monopolistic 
practices so that the job can be done at 
less expense? 

We do not have the full answer to the 
three questions. But we shall discuss 
them as well as we can on the basis of 
information at hand. 

FIRST, OUR MARKETING machinery 
probably is not too complicated. It 
takes elaborate machinery to do the 
job efficiently in the United States 
today. Simple and direct arrange- 
ments, such as roadside stands, parcel 
post, door-to-door peddling, and retail 
farmers' markets have a minor place 
in our modern economy. As farming 
becomes specialized, and especially as 
distant producing areas are developed, 
it becomes impracticable for most 
farmers to deal directly with consum- 
ers. So the modern farmer usually sells 
to a local buyer. Then the farmer loses 
track of the goods he produced. He 
knows that they are commonly resold 
many times and that many middlemen 
are involved. 

This may seem complicated and 
mysterious. It is complicated, but it 
need not be mysterious. A watch is a 
complicated mechanism, but there is 
no great mystery about it. Few would 
object because a modern watch is 
more complicated than an hourglass 
or than a sundial—at least not if the 
watch runs well. Nor should we object 
to a complicated system of marketing 
if the parts are well coordinated. 

The parts of the agricultural market- 
ing system include about 10 million 
workers, almost 100 thousand proc- 
essing plants, more than 200 thousand 
miles of railroads, 3 million miles 
of highways, 90 thousand wholesale 
establishments, and 1 million retail 
stores, restaurants, and eating places. 



12 YEARBOOK   OF   AGRICULTURE   1954 

They include many other things, too— 
the commodity exchanges, banks, co- 
operative associations, and so on. 

That system has developed almost 
entirely as a result of competition and 
free enterprise. Each business unit 
must make its own way. The weak 
parts of the machine are gradually 
replaced by stronger ones. Presumably 
the changes resulting from competition 
tend toward greater efficiency. Other- 
wise they would not be made. 

The complexity of marketing comes 
mainly from specialization. Middle- 
men are specialists. They include 
those who buy and sell—and also truck 
drivers, chemists, brokers, bankers, 
and many other experts. It is through 
specialization that industry in this 
country has been able to develop mass 
production and mass distribution. 
Almost all our industries are becoming 
more and more specialized. Take steel, 
or automobiles, as an example. Today 
those industries are more complicated 
than they were 50 years ago. They are 
also much more efficient. 

Primitive simplicity is not necessarily 
a sign of modern efficiency. 

SECOND, TECHNOLOGICAL PROGRESS is 
occurring in agricultural marketing as 
elsewhere. Consider the railway re- 
frigerator car, the modern motor- 
truck, canning and quick-freezing, the 
chainstore. There have been many 
important developments in the tech- 
nology of marketing during the past 
50 years. They are less spectacular 
than the airplane and the atomic 
bomb, but they probably affect most 
of our citizens more directly. One big, 
sudden change would have made any 
of us sit up and take notice. But actual- 
ly every year and every month there 
have been small changes. 

One might argue that many techno- 
logical developments in marketing do 
not reduce costs—that some of them 
may increase costs. Good transporta- 
tion has increased the average distance 
of shipments to market. It has raised 
the amount and cost of transportation 
used to market farm products. But it 

has also made it possible for each area 
of the country to specialize in the pro- 
duction of a few commodities to which 
it is best suited. And it has widened 
the area of price competition. 

Again, some developments in proc- 
essing and packaging have been aimed 
at giving the consumer a more satis- 
factory product, rather than at lower- 
ing the price. Is that efficient? If not, 
should we try to reverse the trend and 
to teach young housewives to bake 
their own bread or to spin their own 
yarn? We should not take too restricted 
a definition of efficiency. If all we 
wanted were to reduce the amount of 
money spent in marketing food, we 
should all have gardens, pigs, and 
chickens. Then the marketing of food 
would cost very little because there 
would be little of it. 

It is impossible to separate the 
efficiency of marketing from the effi- 
ciency of the whole process of produc- 
tion, distribution, and consumption. 

We use our economic resources effi- 
ciently if—and only if—we raise our 
standards of living as high as we can— 
that is, if we get as much as possible of 
what we want. With rising levels of 
real income, our families have been 
able to afford highly processed foods 
and even restaurant-cooked foods. If 
they want such foods and can afford 
them, everyone gains if they are sup- 
plied. True, some consumers may pre- 
fer the simple, unprocessed, bulk foods, 
and may have to pay the extra price 
for packages and services if this repre- 
sents the going method of sale. But, 
on the whole, the trend toward greater 
processing and packaging has doubt- 
less been in response to a real demand, 
and is thus a sign of efficiency rather 
than the reverse. 

Our statistics are not adequate to 
measure precisely the changes in the 
efficiency of food marketing. But the 
statistics that we have suggest that 
substantial improvements have been 
made. 

The Agricultural Marketing Service 
regularly publishes the retail value of 
a typical market basket for food and 
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also its farm value—that is, the pay- 
ments to farmers for the farm prod- 
ucts used to make the foods in the 
basket. In 1913-1915 the farmer got 
an average of 45 cents from each dollar 
spent for the basket of food. In 1953 
also he got 45 cents. But remember 
that foods are now shipped longer dis- 
tances and that retail prices cover more 
services than they did then. The figures 
suggest that the efficiency of food mar- 
keting has increased considerably. 

In 1953, because of the growth of 
population and higher per capita con- 
sumption, we consumed about one- 
third more food than in 1935-1939. 
Between 1935 and 1953, employment 
in food marketing went up less than 
one-fourth—an indication that the av- 
erage person in our marketing system 
was handling more food. 

AN ANSWER TO THE THIRD question is 
that there is room for improvements 
in the efficiency of agricultural mar- 
keting. Waste, overlapping and dupli- 
cation, and monopolistic practices do 
exist in agricultural marketing. We 
need better research, better education, 
and better governmental services to 
make agricultural marketing as effi- 
cient as it might be. 

We know, for example, that specific 
jobs—packing celery, or loading boxes 
in a freight car—are done in many 
ways. Some methods are better than 
others; they take less labor and turn 
out better products. Even with all the 
research and education in methods of 
farming, not all farmers follow—or 
even know—the most efficient methods 
of loading hay or feeding chickens. In 
much the same way, there is room for 
much improvement in the methods 
used by individual companies to do 
particular jobs in marketing. 

Some parts of the country have too 
many small processing plants, many 
with obsolete machinery and equip- 
ment and with unnecessarily high 
costs of operation—facts that have 
been shown by many studies of cotton 
gins, creameries, and grain elevators. 

Many of our large city markets for 
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fruits and vegetables are poorly lo- 
cated, lack the modern facilities and 
equipment, and are so operated as to 
require excessive rehandling, delay, 
and waste. 

Improvements in efficiency come 
gradually in an economy that is domi- 
nated by free enterprise and compe- 
tition. A main job of the Department 
of Agriculture and the State colleges 
is to help speed up the process by dis- 
covering new techniques and by mak- 
ing information available to all those 
who can use it. 

Of course, there is some waste in the 
competitive processes. Some savings 
could be made in many cases by elimi- 
nating competition—for example, by 
letting one large packing plant buy 
all the hogs in a producing area, or by 
letting one milk company serve all the 
consumers in a small city. But that 
course would confront us either with 
private monopoly or with Government 
control. Our main reliance in the 
United States has always been upon 
free, informed competition. 

An efficient marketing system is one 
that gives the public as nearly as pos- 
sible what it wants. The present system 
could no doubt be improved to give 
greater satisfaction to the farmers, to 
dealers, and to consumers. But those 
improvements will continue to come 
gradually, and they will continue to be 
made mainly by private industry. The 
Government helps this process along 
by providing research and education 
and by enforcing those laws that define 
fair methods of competition. 

ALTHOUGH IN THIS COUNTRY we rely 
mainly on competition, in recent 
years we have asked our Government 
to take a more active hand in pricing. 
Farm prices are supported. Transpor- 
tation rates are regulated. Marketing 
agreements and orders are enforced. 
In many States it is illegal to sell cer- 
tain trade-marked goods at retail 
prices below those established by the 
manufacturer. As our marketing sys- 
tem becomes more and more complex, 
it is likely that we will call upon our 



YEARBOOK   OF  AGRICULTURE   1954 

Government for more and more serv- 
ices and more and more regulation. 
Will this replace our free enterprise 
with a sort of creeping socialism? It 
need not do so. But to avoid it we must 
be intelligent enough to make sure 
that our laws and our programs are 
designed to foster and protect compe- 
tition and to promote efficiency. Such 
Government services as market news 
and official inspection for grades have 
helped competition and have fostered 
efficiency. So has the enforcement of 
honest trade practices. Efficiency and 
fair competition are not things that 
come about automatically. In mod- 
ern society they come only with accu- 
rate market news, with public inspec- 
tion, and with the enforcement of 
many rules of trading. 

The services and rules arc changed 
from time to time, as they must be to 
keep pace with changes in industry and 
in the scope and character of competi- 
tion. Business rules do change, just as 
do the rules that govern any other form 
of competition. 

The purpose of economic life is to 
use our resources in such a way as to 
provide us all with as satisfactory a 
living as possible. The economist often 
defines maximum efficiency as i£the 
optimum use of economic resources." 
But that is only a phrase. What is the 
optimum use of resources? The econo- 
mist alone cannot give a satisfactory 
definition. It is the voters who decide 
in a democracy what priorities to give 
to the use of resources. The economist 
can only give information and help 
the citizens see what their real choices 
are. He can, for example, show the 
possibility of reducing the labor re- 
quired to market perishable foods in 
New York City. He can perhaps sug- 
gest alternative jobs for those who 
would be displaced. But he alone can- 
not prove what use of labor is best. 

Nor can the economist prove that 
competitive pricing alone is either nec- 
essary or sufficient to assure the best 
use of our resources. The teaching of 
school children is not left to competi- 
tion alone. Neither is the care of the 

aged, nor the setting of freight rates, 
nor the pricing of milk. Competition 
will, and should, doubtless be the main 
guide to improvements in agricultural 
marketing, but the nature and scope of 
competition will be responsive to pub- 
lic wants—and should be. {Frederick 
F. Waugh.) 

How Much Does 
Marketing 
Cost Us? 

The bill for marketing farm goods 
amounted to an estimated 50 billion 
dollars in 1953. That figure covers 
all costs and profits, including taxes 
paid by marketing agencies. It repre- 
sented about a seventh of our gross 
national product in 1953 and almost a 
fourth of consumer expenditures for all 
goods and services. 

LET US EXAMINE the composition of 
this 50-billion-doliar bill. 

Almost 30 billion dollars are charges 
for marketing food. The remainder 
goes for alcoholic beverages and non- 
food products made from tobacco, 
cotton, wool, and leather. 

About 5 billion dollars, or 10 per- 
cent, are taken by excise taxes on to- 
bacco products and alcoholic bever- 
ages. On those products excise taxes 
levied by Federal, State, and local 
governments are nearly as large as all 
other marketing charges. Property and 
income taxes, fees, and licenses paid by 
marketing agencies also are a signifi- 
cant part of the marketing bill. 

Wages and salaries paid by market- 
ing agencies are the largest single item. 
What we might call "direct labor 
costs5' have taken 45 to 50 percent 
of the total food-marketing bill in 
recent years. Transportation charges 
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account for perhaps another i o percent 
of the total. Packages and containers 
take about 5 percent. Other marketing 
costs include rents, utilities, advertising 
and other selling expenses, adminis- 
trative expenses, maintenance and de- 
preciation allowances on plant and 
equipment, the interest on borrowed 
capital, and the property taxes. The 
remainder represents profits to the 
marketing agencies. 

WHEN THE PUBLIC becomes con- 
cerned about that farmer-consumer 
price spread, the middlemen some- 
times become scapegoats. We have no 
recent statistics that give the total 
profits of all marketing firms or 
middlemen. 

The Department of Agriculture esti- 
mated that profits of all food-market- 
ing agencies in 1939 amounted to 8 
percent of the total charges made for 
marketing food products and about 5 
percent of the consumer's food dollar. 
Profit series for groups of large food 
processors and retail food chains that 
are compiled from earnings statements 
reported by those companies indicate 
that in recent years profits per dollar 
of sales arc about the same as those in 
1939. If income and excess profit taxes 
are deducted, profit rates per dollar of 
sales appear to be substantially lower 
than in 1939. Dollar sales, of course, 
are much greater now than prewar; 
and profit per dollar of sales is not a 
measure of profits per dollar invested. 

Profits thus do not make up a major 
proportion of the total farmer-con- 
sumer spread. A 50-percent reduction 
in profits would mean a much smaller 
percentage reduction in total market- 
ing charges. If any substantial savings 
in marketing charges are to be real- 
ized, reductions must be made in 
operating costs as well as in profits. 
That is not to imply that middlemen's 
profits are too low or too high. In 
making such a judgment, one should 
consider returns on invested capital in 
marketing firms in relation to returns 
on invested capital in other compa- 
rable  industries.   If the   returns  are 

Ï5 

comparable,   needed  capital  will  be 
attracted to agricultural marketing. 

PAYMENTS for many different mar- 
keting services (such as local assembly, 
storage, transportation, processing, 
wholesaling, and retailing) are all con- 
tained in the total marketing bill. 

Charges for retailing represent the 
largest single part. The costs of proc- 
essing, or manufacturing, farm prod- 
ucts come next. Other services take 
smaller parts of the total 

The importance of these functions 
may be illustrated by the proportion 
of workers in each of the activities. 
More than half of all workers engaged 
in marketing food are employed in 
retailing. That includes family labor 
and self-employed proprietors, who 
are fairly numerous in retailing. Not 
all of these workers are in retail food- 
stores. A large number of them are 
in restaurants and eating places. Al- 
though a smaller proportion of food is 
bought in the form of meals, labor 
requirements per unit are very much 
greater than in retail foodstores. 

Labor in processing food accounts 
for about 25 percent of the total 
number. Wholesaling, transportation, 
local assembly, and other activities 
make up the other 15 to 20 percent. 

The importance of the different 
services in the total farm-retail price 
spread varies greatly by commodities. 
Charges for baking bread, for instance, 
are more than half of the total price 
spread for bread. 

Processing is usually the most costly 
service for such products as bakery 
goods, evaporated milk, the prepared 
cereals, canned fruits and vegetables, 
and other highly processed products. 
For other farm products—fresh meat, 
poultry, eggs—for which processing is 
of less importance and transportation 
charges are relatively low, retailing is 
the most expensive operation. For 
some fresh fruits and vegetables that 
require long hauls and protective 
services, such as refrigerator cars, 
transportation may be as costly as any 
other marketing service. These com- 
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parisons are all based on farm-to- 
retail-store spreads. When any of these 
products are bought as meals, retailing 
usually is the most costly service. 

FARMERS RECEIVED an estimated one- 
third of consumers' expenditures for 
farm products in 1953. The farmer's 
share is not constant from year to 
year nor is it the same for all com- 
modities. Before giving any specific 
illustrations of price-spread data, some 
pitfalls in comparing farm and retail 
prices might be mentioned. Simple 
comparisons of retail prices and farm 
prices for the same unit generally give 
misleading and inaccurate conclusions. 

For example, a common error is to 
compare retail prices per pound of 
Choice grade round steak with the 
average price per pound received by 
farmers for all beef cattle. The com- 
parison would be valid only if 100 
pounds of beef cattle sold by farmers 
yielded 100 pounds of Choice round 
steak. Actually, from 100 pounds of 
the average beef animal sold by 
farmers, less than 50 pounds of edible 
meat is obtained, and that amount 
includes much meat that sells at a 
lower retail price than round steak. 
Furthermore, the average grade of all 
beef animals sold by farmers is lower 
than Choice. 

Another example of an erroneous 
price comparison is to compare the 
average price received by Iowa farmers 
for all eggs with the retail price of 
Extra Large Grade A eggs in New 
York City. Even if farm and retail 
prices for the same grade and size 
were compared, this price spread 
would not be representative of eggs 
marketed by all farmers. Transpor- 
tation charges, for example, are con- 
siderably less for eggs moving from 
central New Jersey to the New York 
market than for eggs coming from 
Iowa. 

Price-spread series of the Depart- 
ment of Agriculture attempt to meas- 
ure the spread between the retail cost 
to the consumer and payment re- 
ceived by farmers for equivalent quan- 
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titles of the product. The equivalent 
amounts are derived from adjustments 
for losses by waste and shrinkage dur- 
ing the marketing process and for the 
value of nonedible byproducts. For 
example, the farm-retail price spread 
and farmer's share for white flour is 
based on a comparison of the average 
retail price paid by consumers for a, 
5-pound package of flour with the,, 
average price received by farmers for 
an equivalent quantity of wheat— 
about 7.04 pounds. For both meat 
products and products made from 
grain, the farm value is adjusted to 
allow for the proportion of the farm 
product represented by the value of 
byproducts, such as hides or mill- 
feeds, that are obtained in processing 
the products. 

For food products as a whole, farm- 
ers in recent years have received a 
little less than half of what consumers 
paid in the retail store. (For all ex- 
penditures on food the share received 
by farmers is lower because of added 
costs of meals "eaten out.") This 
farmer's share of the retail-store price 
compares with about 15 percent for 
tobacco and textile products. For alco- 
holic beverages the share may be as 
low as 5 percent, although only rough 
estimates are available. 

By food commodity groups, the 
farmer's share of the consumer's food 
dollar in 1953 varied from 69 percent 
for poultry and eggs and 63 percent 
for meat products to 22 percent 
for bakery and cereal products and 
20 percent for processed fruits and 
vegetables. 

Similar comparisons can be made 
for nonfood products. The farm value 
of the cotton in men's business shirts 
or women's street dresses is a smaller 
part of the retail price than it is in 
such articles as overalls, towels, and 
bedsheets. 

WHAT ACCOUNTS for these differences 
in the farmer's share of the retail 
price? No one reason or group oi 
reasons that can be cited will apply in 
the same way to all products. 
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The most obvious factor is the 
amount of processing or manufactur- 
ing that is done after the product 
leaves the farm. If the form or shape 
of the commodity is substantially 
changed between the time it leaves 
the farm and reaches the consumer, it 
is logical to expect that marketing 
charges will be increased and the 
farmer's share will be proportionately 
smaller. Perishable products and bulky 
products that are shipped long dis- 
tances tend to have higher marketing 
charges and a lower farmer's share. 
Food products for which the retail 
price is higher per pound generally 
have a higher farmer's share. For ex- 
ample, in 1953 the farm value of a 
pound of butter was 67 percent of the 
average retail price compared with 31 
percent for margarine, although the 
farm-retail price spread was slightly 
higher for butter than for margarine. 

The proportion of consumer expend- 
itures for farm products that is received 
by farmers does not remain constant 
from year to year. During depressions 
the farm share is low. When the 
country is prosperous, the farm share 
tends to be much higher. In general, 
farm prices tend to fluctuate more than 
marketing charges so that in depres- 
sions, when farm prices are low, they 
are also a proportionately smaller part 
of the retail price. For a "market 
basket" that contains average amounts 
of farm foods bought by consumers, the 
farm value varied from 32 percent of 
the retail-store cost in 1932 and 1933 
and an average of 40 percent in 1935- 
1939 to a high of 53 percent in 1945, 
and back to 45 percent in 1953. 

Probably too great an emphasis is 
placed on variations in farmers' shares. 
Most important arc the returns to 
farmers in relation to actual costs of 
farm production. 

THE MARKETING BILL is increasing 
relative to returns received by farmers. 
Fluctuations in economic conditions 
may affect this relationship, but mar- 
keting margins in general tend to 
represent a larger and larger part of 
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consumer expenditures for farm goods. 
With an expanding industrial econ- 

omy, more marketing services are 
required relative to farm production. 
The increased services require more 
workers, more trucks, more railroad 
cars, more processing facilities, more 
frozen-food cabinets and other storage 
facilities. The result is a larger total 
bill for marketing farm products. 

More full-time workers were engaged 
in 1953 in marketing farm products 
than in producing them. During the 
past 20 years the number of workers 
in agriculture has gone down about 30 
percent, while the number in market- 
ing may have increased by as much as 
a third. 

Changes in our rural-urban popula- 
tion balance are increasing the total 
marketing services required to move 
farm products from producer to ulti- 
mate consumers in the form and at the 
time desired. The percentage of the 
population living on farms is declining. 
Farmers usually buy less of their food 
than other groups in the population, 
so that need for marketing services is 
expanded as more people move to 
cities. As the city population grows 
and as farm production becomes more 
specialized geographically, transpor- 
tation requirements are increased. 

Technological progress has had a 
great impact on the marketing of farm 
products. In many instances, gains in 
efficiency have resulted in reducing 
marketing costs. But improved tech- 
nology has also resulted in making 
many processed and ready-to-eat foods 
available to consumers in retail stores, 
so that housewives have transferred 
many chores from their kitchens to 
factories. Even though such develop- 
ments may increase marketing charges 
relative to farm prices, they may also 
benefit farmers by widening the market 
for their products. 

Marketing charges or price spreads 
may increase because more marketing 
services are provided or because of 
higher costs of performing the same 
services. In both cases, the farmer's 
share may be lower if there are no cor- 
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responding increases in farm prices. 
Net returns to farmers may be affected 
differently, however, if consumers in 
the first case are willing to pay a higher 
price for the same quantity of product 
because of the additional marketing 
services. 

OUR DISCUSSION thus far has related 
to a 50-billion-dollar bill for market- 
ing domestically produced farm prod- 
ucts that are purchased by United 
States consumers. Actually, the pro- 
portion of our gross national product 
or national income represented by all 
marketing activities related to agricul- 
ture and agricultural products is sig- 
nificantly larger than the 50 billion 
dollars would indicate. 

In the first place, some of the income 
received by farmers is actually a pay- 
ment for marketing services rather 
than production. Average farm prices 
and farm income are based upon cash 
receipts by farmers at whatever point 
in the marketing system a farmer sells 
his product. If it can be assumed that 
farm production stops when a crop is 
harvested or when livestock and live- 
stock products are ready for sale in the 
local market, farmers frequently per- 
form some marketing services such as 
storage, grading, sorting, packing, or 
hauling to local markets. Although di- 
rect farmer-consumer selling is de- 
clining in importance, some farmers do 
perform the entire function of market- 
ing by selling milk, eggs, fruits, vege- 
tables, and other produce directly to 
consumers. 

This marketing bill was estimated 
only for the major groups of consumer 
items that are derived principally from 
agricultural products. Not included in 
any of these groups are many nonfood 
products like paints and soap manu- 
factured mainly from fats and oils. An 
automobile may have farm products as 
raw materials in its upholstery, cush- 
ions, tires, paint, and several other 
parts. The expanding plastics industry 
uses many farm products for its raw 
materials. Most consumer goods prob- 
ably contain an agricultural product 
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or a part of one in one form or another. 
It would not be possible to arrive at 
an exact estimate of the part of con- 
sumer expenditures for all of these 
various products that should be allo- 
cated to marketing charges for the 
agricultural products contained there- 
in. 

Consumers also buy food products, 
clothing, and other items that are de- 
rived from imported agricultural prod- 
ucts. For the most part, the processing 
and distributing of these imported 
products are carried out by our own 
marketing agencies. This increases the 
share of our gross national product 
represented by marketing activities. 
In addition, agricultural produce for 
export is transported to shipping points 
and it may even be processed before 
export. A part of our marketing activi- 
ties is included in the purchases of food, 
clothing, and other products for mili- 
tary use by the Federal Government. 

MARKETING and charges made for 
marketing are important to the farmer 
both as a seller of agricultural prod- 
ucts and as a purchaser of items for 
farm production and family living. 
With increasing mechanization and 
specialization of farm operations, farm- 
ers are more and more dependent on 
the market place to supply them with 
items used in farm production and an 
outlet or market for their produce. 
Presumably, our marketing bill of 50 
billion dollars would include most of 
the marketing charges paid by farmers 
in buying food, clothing, and' other 
items for family living but would in- 
clude nothing related to production 
items. 

An accurate estimate of a total mar- 
keting bill that would account for all 
of these marketing activities related to 
agriculture and agricultural products 
would be a tedious, if not impossible, 
task. No exact estimate of these total 
marketing charges is needed to dem- 
onstrate the significant role of market- 
ing in our economy and its importance 
to both farmers and consumers. {Ken- 
neth E. Ogren.) 
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What Are the 
Problems We 
Face? 

A cartoonist recently pictured a 
farmer coming out of the county public 
library saying, "With this new-fangled 
farming, Lern, I gotta study world 
conditions, domestic economy, eating 
trends, and census statistics before I 
do my spring planting." 

True enough. The farmer cannot 
prosper by producing white eggs if the 
consumer wants brown ones, fat hogs 
for lard if the housewife wants lean 
bacon, or more cereals when the 
consumer wants fruits and vegetables 
or meats. 

Improvements in the heating of 
houses have changed the kinds and 
amount of clothing people buy. When 
automobiles and tractors replaced 
horses, a considerable part of the mar- 
ket for hay, oats, and horses was lost. 
When the First World War began, the 
European market for cotton disap- 
peared, and the price of cotton to the 
American farmer dropped to as low as 
5 cents a pound. Sales of all products 
in the Cotton Belt declined, banks 
failed, and growers had to curtail their 
production of cotton. 

If lambs are relatively higher in 
price than wool, farmers must turn to 
the mutton breeds of sheep. If con- 
sumers develop a taste for red sweet- 
potatoes, production shifts from white 
ones. If millers will pay more for wheat 
high in protein, the areas that are 
adapted to producing high-protein 
varieties will grow more of it. If 
more hogs are grown than the market 
will absorb at a reasonable price, the 
production of hogs must be curtailed, 
whether the situation is due to a shift 
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in the tastes of consumers, the loss of a 
foreign market, a decline in purchasing 
power, or an excessive quantity of 
meat on the market. Hence, before 
deciding what to produce the farmer 
must know a great deal about world 
conditions, storage stocks, the domestic 
economy, and production trends: He 
must know what kind of market he 
can expect to have. 

Changing techniques of production 
also bring new marketing problems. 
The shift from a self-sufficient agricul- 
ture to production in specialized areas 
made it possible for each area to grow 
the products for which its climate and 
soil were best suited and to acquire 
expensive equipment and specialized 
skill to produce more efficiently. The 
change brought tremendous increases 
in food production and lowered pro- 
duction costs. Yet the changes created 
a multitude of marketing problems— 
the necessity of transporting the goods 
over long distances, the difficulty of 
trading with people too far away to see 
the product, repeated handling of 
products between producers and con- 
sumers, the need for money and credit, 
greater risk, and greater interdepend- 
ence of various groups. 

The continued farm mechanization 
makes it possible to produce increasing 
amounts of food with less labor, but 
the new machines throw more tasks on 
the marketing system. Mechanical 
grain harvesting makes it necessary for 
more grain elevators to install drying 
equipment. Rapid harvesting in an 
area throws the grain on the market in 
a shorter time and so places a greater 
burden on the elevator and on the 
supply of railroad cars. During the 
wheat harvest it is not unusual for 
hundreds of elevators to be blocked. 
Grain may be piled on the ground, and 
sometimes terminal markets are em- 
bargoed because facilities there cannot 
handle the grain as fast as the cars 
arrive. 

The introduction of the mechanical 
cotton picker helped many farmers 
with the harvesting of their cotton, but 
the pickers also picked more trash than 
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the manual laborer. Improved gin 
and ginning processes had to find 
ways to remove the trash. 

THE PRODUCTION of new products in 
an area depends on the soil and climate 
and on the establishment of marketing 
facilities to handle them. In one south- 
ern county where cotton production 
had long been the chief agricultural 
enterprise, research specialists at the 
State experiment station determined 
that unusually good tomatoes and 
green beans could be grown. Yet 
nearly two decades passed before the 
county shifted to them because there 
was no market for them. The county 
had facilities for handling cotton, but 
none for tomatoes and beans. 

A large assembly market for fruits 
and vegetables was established 170 
miles away in another State. A few 
growers in the county began the com- 
mercial production of tomatoes and 
beans, which they trucked to that mar- 
ket and sold at good prices. The follow- 
ing year more of the new products 
were grown and taken to the market. 
By the third year the growers had 
made enough contacts with buyers at 
the market that some buyers sent their 
trucks into this producing area for 
loads of tomatoes and beans. Sales 
were made on the basis of prices estab- 
lished in the distant market. Produc- 
tion continued to increase until the 
volume was enough to justify estab- 
lishing marketing facilities in the 
county. Shortly thereafter, the income 
of the county from the tomatoes and 
beans exceeded its income from cotton. 

Areas in which the production of 
broiler chickens has expanded have 
found that adequate processing facili- 
ties had to be built first. Before funds 
can be obtained for financing the pro- 
duction and marketing of new crops, 
bankers have to become acquainted 
with the new industry. 

In many places an interest has de- 
veloped in sending products through 
the marketing channel in a new form. 
Poultry that is killed, dressed, eviscer- 
ated, and cut up in the producing area 

YEARBOOK   OF   AGRICULTURE   1954 

UNITED STATES PRODUCTION 1939-53 
EXPRESSED IN TERMS OF 1952 PRICES 

BILLIONS OF DOLLARS 

1940 1945 1950 

rather than moved through the mar- 
keting channel in live form can mean 
important economies in marketing. 
But first it is necessary to make changes 
throughout the marketing system and 
to change the buying habits and atti- 
tudes of consumers. 

Persons interested in food freezing 
reasoned that if products were har- 
vested when they reached the ideal 
stage of maturity and were promptly 
frozen, they could be moved through 
the marketing channel without loss of 
quality. But first it was necessary to 
learn how to freeze a product without 
changing its ñavor. Then somebody 
learned that some varieties were better 
suited for freezing than others. There 
remained the problem of getting proper 
facilities from one end of the marketing 
channel to another for handling frozen 
foods. Railroad cars and trucks that 
could hold temperatures below zero 
were needed. Refrigerated warehouses 
were required for holding the products 
from the harvest period to be fed into 
the market gradually. Wholesale fro- 
zen-food distributors with low-tem- 
perature storage had to be established, 
and retailers had to be sold on the idea 
of installing freezers to handle the new 
products. 

The industry started by making use 
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of the best facilities available. Refrig- 
erator cars and trucks were improved. 
Wholesale distributors usually began 
to operate in public refrigerated ware- 
houses. Some new warehouses were 
built. New wholesale plants were es- 
tablished. Many of the wholesalers 
broke cases in order to be able to de- 
liver a fairly complete line to retailers 
without exceeding the capacity of 
their refrigerated cases. Millions of 
consumers purchased home freezers or 
else stored the frozen food in their 
refrigerators. Thus a new industry 
was born. 

RISING TRANSPORTATION COSTS change 

production and marketing patterns. 
An increase of TO percent in freight 
rates may increase the cost of trans- 
porting i oo pounds of food from Cali- 
fornia to New York by 15 cents but 
increase the transportation bill from 
some area closer to New York by only 
3 cents. Such increases have the effect 
of pushing a producing area farther 
away from its markets and giving a 
relative advantage to producers nearer 
at hand. If freight rates go too high, 
products of one area may no longer be 
able to compete in a distant market. 
Then growers in such an area must 
find some way to reduce that trans- 
portation bill by trimming products 
(such as cauliflower) before they are 
shipped or perhaps by processing them 
so it will be possible to get more in a 
car. The only alternatives are to find 
other markets, to shift to the produc- 
tion of other commodities, or to find 
some other method of transportation 
that will move the products at less cost. 

OUR MARKETING PROBLEMS are nu- 
merous—and difficult. They will not 
stay solved. Yet the welfare of farmers 
who produce for market depends upon 
their solution. A high standard of living 
for the millions of consumers, who 
cannot grow their own food or even 
see the farm where it is grown, is im- 
possible without an efficient marketing 
system. Marketing agencies cannot 
stay in business without finding solu- 
tions to marketing problems and mak- 
ing the necessary changes in their 
operations. This land cannot support 
its present population and the increases 
to come without producing food where 
it can be produced best, and such 
specialized production is impossible 
without a complicated marketing sys- 
tem which must be continually im- 
proved. 

HENCE, the farmer was on the right 
track when he said: "With this new- 
fangled farming I gotta study world 
conditions, domestic economy, eating 
trends, and census statistics before I do 
my spring planting." {William C, Crow.) 



Sale Off Farms 

The sale of products of 
the farm is the first step in marketing. The farmer has a 

choice of several outlets for his goods. If he sells directly 

to consumers he may get a good price for his products 

but he must expend much extra time and effort in selling 

and he must operate his farm so as to maintain a fairly 

consistent supply. A variety of local intermediaries will 

buy the farmer's goods and perform important services 

for him, such as assembly, storage, and transportation. 

The farmer must decide if the services are worth the 

price. A producer of a perishable or bulky product may 
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want to sell directly to a local processor. He must pro- 
duce the quantity and quality of goods the processor 
wants and deliver them—and therefore plant and har- 
vest them—at the time the processor specifies. A pro- 
ducer of livestock, say,, may sell directly to a terminal 
market. He must transport and protect the goods on 

their way to the market and assume the risks and costs 
involved. Here we introduce the factors the farmer must 
consider in making his choice. 

Farmers As 
Their Own 
Salesmen 

In order to get a larger part of 
the price paid by consumers for farm 
products, farm families sometimes take 
over the functions of wholesalers and 
retailers. 

Such direct marketing is practiced 
most widely when farm prices are low 
or declining rapidly or when the farm 
unit is relatively small and located near 
areas of heavy population and traffic. 

For example: Direct selling of citrus 
products in Florida received more at- 
tention in 1947 and 1948, when the 
reported production cost was 55 cents 
a crate and the return from fruit was 
only 38 cents a box. Fewer growers 
attempted to sell directly in 1950- 
1951, when the cost of production was 
58 cents and the farm return for citrus 
products was $1.28 a box. 

Most farmers regard direct market- 
ing of any type as an emergency meas- 
ure rather than a permanent business 

enterprise. Many growers have experi- 
mented with selling their products by 
organizing delivery routes in cities, 
soliciting and filling orders by mail or 
express delivery, and by selling at retail 
at a curb. But when farm prices ad- 
vanced, most of them have abandoned 
the practices for various reasons: The 
constant regrading to meet the stand- 
ard required by consumers, the adjust- 
ments in production practices called 
for when one serves a select trade over 
a long period, and the relatively high 
cost of packaging and sales of smaller 
units. 

Of the many direct marketing prac- 
tices that can be followed by farm 
families, the most practical seems to 
be the roadside stand located on or 
near the farm and operated on a reg- 
ular schedule as one part of the farm 
enterprise. 

A wide variation exists in the types 
of facilities, products, and services pro- 
vided by farmers5 roadside markets. 
Some are only a sign saying that one 
or more food items can be obtained at 
the farmhouse or other farm building. 
At the other extreme are stands that 
have many products. 

An example of the latter type is the 
Eckert Orchard Association in Bell- 
ville, 111. Originally established to sell 
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apples and peaches and other products 
grown on the Eckert farm, the business 
has expanded over the years. The 
Eckert family now has ah enlarged 
orchard and farm business. It also 
operates a slaughterhouse, a packing 
shed, a processing plant for fruit prod- 
ucts, and a cold-storage house and 
carries on a wholesaling business. A 
complete retail foodstore on the site of 
their original roadside market con- 
tinues to provide a direct outlet for 
much of their own farm production. 
The total dollar volume of an opera- 
tion of this size is high, particularly 
when compared with the average farm 
roadside market return of 2,357 dollars 
from sales of homegrown products. 

There is no set rule for types of 
facilities needed in operating a farmer's 
roadside market. The chart, which 
sets forth the reported relation of mar- 
ket facilities to volume of sales in three 
States in 1949-1952, indicates, how- 
ever, that sales are higher when some 
permanent or semipermanent type of 
building and facilities are available for 
the convenience of customers. 

AVERAGE ANNUAL SALES 

INDIANA 

VERMONT 

OHIO 

$3,618 

cm 
All types of facilities 

Permanent and semipermanent facilities 

Reports and surveys by experiment 
stations in several States where this 
type of marketing is sizable provide 
guides for establishing a farm market. 
Advantages of price and quality of 
product and the personal services that 
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can be offered often compensate cus- 
tomers for the lack of convenience in 
location of most roadside enterprises. 

Markets operated by farmers are 
usually specialized. Nearly 85 percent 
of the volume sales are in fresh fruit 
and vegetables. Other products sold 
usually require little processing and 
include such commodities as poultry 
and eggs, maple products, and honey. 

Roadside markets are patronized 
most heavily during the home canning 
and freezing seasons, June through 
September. August is generally the 
best month for sales. 

Sales volume is concentrated into 
Saturday and Sunday, although mar- 
kets are usually open 7 days a week. 
A typical workday at successful mar- 
kets is 12 hours, 8 a. m. to 8 p. m. 

Higher volume markets are located 
on the right side of the highway enter- 
ing a city or town of at least 5,000 
population. Preferably they are situ- 
ated on a heavily traveled State or 
national highway about 3 (but no 
more than 12) miles from the town. 

Market facilities do not need to be 
elaborate or expensive. The major re- 
quirement is an adequate parking area 
that provides for convenient and safe 
entry and exit. The largest sales are 
made at markets that provide parking 
space for at least 14 cars. 

Labor costs are the largest single 
item of operating expenses (70 per- 
cent) and are typically 22 percent of 
total sales, as is indicated in the table. 
Most of the work is usually done by 
the farm family. Containers, the next 
most costly item, typically account for 
13 percent of operating cost and total 
4 percent of sales. 

Persons staffing the market are more 
important than the nature of the build- 
ings and the facilities in encouraging 
repeat sales. These persons should 
have some training or experience in 
handling and display methods and in 
dealing with the public. 

More specific recommendations that 
can serve as guides to the present or 
would-be operators of roadside stands 
have been reported in a number of 
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OPERATING   EXPENSES    OF    29    INDIANA 
ROADSIDE MARKETS,  1949 

Percent- 
age   of 
annual 

€osts and receipts Dollars sales 

Average total sales  5, 647 100 
Operating costs: 

Total labor 1  1, 274 22 
Containers  245 4 
Buildings   and   equip- 

ment  51 1 
Electricity   and    tele- 

phone   55 1 
Advertising  116 2 
Insurance  38 1 
Miscellaneous2  55 1 

Total     operating 
costs        i, 834 32 

Cost    of   produce    pur- 
chased for resale  941 17 

Total      operating     and 
produce costs        2,775 49 

Gross   returns   for   farm 
produce 2, 872 51 
1 Includes $582 hired and $692 family 

labor. 
2 Includes fuel, rent, taxes, etc. 

Source: Kohls, R. L., Gaylord, F. C, 
and Orth, C. M.: Roadside Marketing in 
Indiana, Station Bulletin 577, Aug. 1952, 
Purdue University, Lafayette. Ind. 

publications. Among them are: Facts 
About Roadside Marketing in Ohio, by 
R. G. Scott and T. W. Leed, Bulletin 
225, July 1951, Ohio State University, 
Columbus, Ohio; Roadside Marketing in 
Indiana, by R. L. Kohls, F. C. Gay lord, 
and G. M. Orth, Station Bulletin 577, 
Purdue University, Lafayette, Ind.; 
Roadside Marketing in Vermont, by E. J. 
Tadejewski, Bulletin 553, November 
1949, University of Vermont, Burling- 
ton, Vt.; Selling Through Roadside Stands, 
by W. Wallace, Extension Circular, 
University of Rhode Island, Kingston, 
R. I.; Roadside Marketing of Fruits and 
Vegetables, by A. W. Van Dyke, Exten- 
sion Bulletin 418, April 1950, Uni- 
versity of Connecticut, Storrs, Conn.; 
Selling Farm Products Through Roadside 
Markets, by M. C. Bond, Extension 
Bulletin 466, 1941, Cornell University, 
Ithaca. N. Y. 
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It seems to be generally true that the 
profitability of the roadside business 
depends on repeat sales, which result 
from customers' satisfaction. 

THE FACTORS that seem to reflect 
value are quality, convenience, and 
price. 

Initial and repeat sales of perishable 
products depend on the total appear- 
ance of all displays and (even more) 
the apparent freshness of each item 
selected. People buy by seeing. That 
does not mean that only the fancy or 
highest quality products should be 
sold. The operator, rather, should 
exercise care in selecting and grading 
the products in each display. It is 
entirely practical to have two grades 
of each commodity on display. 

The needs of different individuals 
vary considerably. Maximum sales 
can be realized only when customers 
have a chance to select from a wide 
range of quantities and sizes—not only 
large units as pecks, half bushels, and 
bushels of a given commodity, but 
smaller prepacked containers and bulk 
displays for customers who want to 
buy smaller amounts. 

The height, size, and location of the 
tables on which products are displayed 
should be such that each item is easy 
to reach. Orderly arrangement also 
reduces congestion in the aisles even 
during maximum traffic periods. A 
carry-out service for customers pro- 
vides personal attention, which can 
increase sales. 

Because customers stopping at farm 
roadside markets represent a wide 
cross-section of incomes, it is good 
practice to price plainly each quality, 
container, and bulk display. The 
greatest volume of sales at roadside 
markets is achieved by the operators 
who generally price their perishables 
somewhat under the price of similar 
commodities in nearby retail stores. It 
would seem advisable to keep informed 
of what local prices are at all times by 
checking market reports and foodstore 
advertising. 

In   Connecticut  the  practice  is  to 
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price   small  units   in   even   numbers VISIBILITY  OF  SIGN   LETTERS   ON   THE 
(such as 20 or 30 cents) as opposed to HIGHWAYS 
the usual retail store practice of odd- 
cent pricing. Pricing, however should ST    JS% 
be considered as a tool of merchandis- Heights of letters   easily visible    35 m,p. m. 
ing. A flexible system that encourages 
volume  movement  is  preferred   to  a Inches                       Feet              Seconds 
rigid or set price pattern, particularly     1  25 H 
for perishable commodities. ^  5° 1 

Some   successful   roadside   markets \\', ,.,....'..'.                no                    2 
have  been  located  considerable  dis-     5  140 2¾ 
tances from trade centers and on high-     6  r 7° 3½ 
ways where there is little traffic, but Source: Bond, M. C: Selling Farm Prod- 
that is the exception, not the rule. A ucts Through Roadside Markets, Agr. Ext. 
location on a heavily traveled highway ^%%^   (l94l)'   Corne11   University' 
and on the right side of the road for ' 
traffic returning to the city has proved 
to be the best first step to building a Costs   and   the   expectation   of in- 
successful market business. creased traffic will govern the need for 

An operator who has  a choice of utilizing other methods of advertising, 
building on two highways might well such as newspaper, magazine, radio, 
determine   which   has   the   heavier or television. Any of those methods, 
traffic by checking with the depart- while desirable, probably would not 
ment of highways in his State. The be suitable for the average roadside 
market preferably should be located market operation because of costs, 
on a straightaway in the road rather Printing the name of the market on 
than on a curve for reasons of safety containers for identification and future 
and visibility. customer reference is a low-cost adver- 

The  potential  customer should  be tising device that can be used by nearly 
advised in advance how far ahead the all operators, 
market is and what items are featured 
there. A legible sign, whose lettering MANY PEOPLE do not plan purchases, 
and   background   are   in   contrasting especially those they make at roadside 
colors, should be provided. One sign markets.   Proper  preparation  of dis- 
might well be about 300 feet beyond plays,   therefore,   can   increase  sales, 
the stand. Another sign, also promi- Outside displays are almost a must at 
nent and easy to read, should be placed roadside stands, but all the produce 
in front of the  stand.  Operators  of should have some protection because 
stands should check, however, whether it will have to bear close inspection as 
county ordinances prescribe the size to freshness and color, 
of signs  and their number and dis- Some general rules for good display 
tance from a business. Even if there can be given. 
are   no  such  ordinances,   one  might Prepare  goods  properly.  All  items 
well consider the possibility that too should be clean and fresh. Wash most 
many signs detract from attractiveness vegetable items after they have been 
and effectiveness. properly trimmed to remove all dam- 

The size of the letters in the signs is aged or diseased parts, 
important. The table indicates the size Prepackage at least some of the prod- 
that provides maximum legibility at ucts to offer customers wider selection, 
given distances. It is recommended increase unit sales, and reduce time 
that the letters be at least five times as and labor costs during heavy traffic 
high as they are wide. To be most hours. A wide variety of containers, 
effective, the number of words on any trays, boxes, and bands is available for 
sign should be kept to a minimum. packing many products. The total cost 
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should be little more than the differ- 
ence between newer packaging mate- 
rials and the types traditionally used. 

Plan displays in advance. Prepare 
for the best use of available space and 
avoid confusion during busy hours. 
Planning of displays can help in three 
other ways: Products in short supply 
can be arranged to give the appearance 
of plenty, which indicates to the aver- 
age customer better selection and lower 
prices; alternating products of different 
colors makes each product stand out 
and invites individual attention by 
customers; a continuous row of the 
same product running from front to 
back provides better utilization of 
space and avoids inconveniencing cus- 
tomers by making them reach too far 
back. 

Rotation of stock is necessary to 
avoid excessive spoilage. When refilling 
displays, always move older merchan- 
dise toward the front. Remove all 
damaged, diseased, or dull-appearing 
items immediately. 

Mark prices plainly. Some customers 
may be unwilling to ask about prices. 
Plainly pricing each product and con- 
tainer on display creates confidence in 
customers. Also, if products have been 
sized and graded, it is easily indicated 
that prices at the stand denote real 
differences in quality. 

Safeguard the quality of the prod- 
ucts. Not many operators can afford 
to provide refrigerated displays for 
perishable products at a stand that is 
only open a few months in the year. 
But all the perishable products should 
have some protection. A walk-in type 
of refrigerator is useful for holding 
reserve stocks. Outside displays can be 
shaded by a canopy. Vegetables should 
be sprinkled occasionally to keep them 
moist and fresh. {W. F. Lomasney.) 

The farmer who thinks he can boost 
his income by selling some of his prod- 
ucts to the people whose cars whiz past 
his place should consider a number of 
questions before he embarks on such 
a project. 
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Is his farm close enough to large 
groups of consumers? What kinds of 
products can best be sold directly? 

What about additional outlays, such 
as those for packaging, waiting on cus- 
tomers, delivery, and time spent in 
making collections? Will he have to 
make changes in his farm operations? 
Are more time and labor involved? 

Will he like the direct contact with 
consumers? Which gives him more sat- 
isfaction, dealing with people or devot- 
ing all his efforts to producing the 
crops or livestock on the farm? Is he 
willing to take some time from the 
usual farm operations so he can pay 
some attention to the details of packag- 
ing, wrapping small quantities, run- 
ning a delivery route, making change, 
and being a salesman? 

Most of the answers to the questions 
can be given only by the farmer him- 
self on the basis of his own observations. 

Many farmers have found that the 
total income from their farms has been 
greater when they concentrated on a 
limited number of commodities and 
spent their efforts in planning and 
operating the farms, leaving the selling 
to merchandising specialists. But some 
farmers in special locations can organ- 
ize their farms so as to produce and 
sell their products successfully. 

To do that the farmer must operate 
his farm in a way different from that 
of the grower producing for the whole- 
sale market. If he runs a roadside stand 
selling fruit and vegetables, he will 
need a succession of plantings so that 
the persons who depend on him for 
their regular supply will not be dis- 
appointed. 

That involves some additional costs. 
A member of the family or some person 
must be assigned to tend the stand 
during the period when people wish to 
buy. A pleasing personality, the ability 
to point out the good qualities of the 
products for sale, neatness, and cour- 
tesy are essential in such a salesperson. 

Self-harvesting, a variation of such 
selling, is sometimes practiced in areas 
close to towns or cities. In periods 
when fruits or vegetables are at their 
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best for harvesting, some farmers ar- 
range to have buyers come to the farm 
and do their own harvesting of berries, 
peaches, apples, and vegetables. The 
practice saves the farmer considerable 
labor, although harvesting by inexpe- 
rienced persons might damage the 
plants. The consumers often like to do 
it because it saves them some money 
and gives them an outing. 

Approximately 18 percent of the 
eggs sold in Massachusetts are sold 
directly to consumers—about 4 per- 
cent at roadside stands, 6 percent at 
the farm, and 8 percent by direct 
delivery. 

Research workers in Indiana studied 
methods of selling eggs there and in 
Athens, Ga.; Baltimore, Md.; Colum- 
bus, Ohio; Des Moines, Iowa; Ithaca, 
N. Y.; and Peoria, 111. Direct sales by 
farmers to consumers in those cities 
varied from 15 percent in one city to 
26 percent in another. The average 
was about 22 percent. 

In New Hampshire approximately 
28 percent of the milk distributed for 
consumption within the State in 1952 
was sold by the producer-distributors. 
About 12 percent of the farms in 
Massachusetts reported distributing 
their own milk. 

A farmer who is not occupied full 
time in large-scale production or one 
who likes to meet people may develop 
a retail route and obtain the highest 
unit price for his products by direct 
delivery to the consumer. For a year- 
around business, dairy and poultry 
products lend themselves well to this 
type of business. Special products give 
greatest satisfaction to discriminating 
consumers when they are harvested 
and delivered at their peak of ripeness. 
Catering to the demands of different 
families and delivering on a regular 
basis might build an outlet for some 
products. 

Farmers' retail markets have a long 
history. A trading post was operated 
in Albany in 1621. Governor John 
Winthrop of the Massachusetts Colony 
named every Thursday as market day 
in Boston. Roads were poor and the 
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products offered for sale came from 
farms 5 to 10 miles away. 

A survey by the Department of Agri- 
culture showed that there were 291 
farmers' retail markets in 1946—143 
in the Northeast, 36 in the South, 100 
in the Central States, and 12 in the 
West. 

Like them are farm women's mar- 
kets, of which there were 212 in 1946— 
13 in the Northeast, 188 in the South, 
8 in the Central States, and 3 in the 
West. 

Farm women's markets can be estab- 
lished in towns with a relatively small 
population. Seventy-seven were lo- 
cated in towns of less than 5,000. 
(L. A. Bevan.) 

Selling Through 
Local 
Middlemen 

Farmers use many kinds of local 
middlemen in selling their products. 

Among them are hucksters, retail 
merchants, hotels, and restaurants. 
Many buy dairy products, poultry and 
eggs, and fruits and vegetables from 
farmers for resale. They siphon off, in 
effect, enough of those products to 
meet local needs before the rest is sent 
on to wholesale markets. 

Notwithstanding the impacts of far- 
reaching developments in marketing 
methods, the local middlemen con- 
tinue to occupy an important place in 
the marketing of farm products. The 
changes they are encountering, how- 
ever, emphasize the need for flexibility 
in their operations if they are to keep 
pace with the technical evolution in 
marketing. 

Hucksters buy fruits and vegetables, 
eggs, poultry, and a few ether prod- 
ucts from farmers and distribute them 
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best for harvesting, some farmers ar- 
range to have buyers come to the farm 
and do their own harvesting of berries, 
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practice saves the farmer considerable 
labor, although harvesting by inexpe- 
rienced persons might damage the 
plants. The consumers often like to do 
it because it saves them some money 
and gives them an outing. 

Approximately 18 percent of the 
eggs sold in Massachusetts are sold 
directly to consumers—about 4 per- 
cent at roadside stands, 6 percent at 
the farm, and 8 percent by direct 
delivery. 

Research workers in Indiana studied 
methods of selling eggs there and in 
Athens, Ga.; Baltimore, Md.; Colum- 
bus, Ohio; Des Moines, Iowa; Ithaca, 
N. Y.; and Peoria, 111. Direct sales by 
farmers to consumers in those cities 
varied from 15 percent in one city to 
26 percent in another. The average 
was about 22 percent. 

In New Hampshire approximately 
28 percent of the milk distributed for 
consumption within the State in 1952 
was sold by the producer-distributors. 
About 12 percent of the farms in 
Massachusetts reported distributing 
their own milk. 

A farmer who is not occupied full 
time in large-scale production or one 
who likes to meet people may develop 
a retail route and obtain the highest 
unit price for his products by direct 
delivery to the consumer. For a year- 
around business, dairy and poultry 
products lend themselves well to this 
type of business. Special products give 
greatest satisfaction to discriminating 
consumers when they are harvested 
and delivered at their peak of ripeness. 
Catering to the demands of different 
families and delivering on a regular 
basis might build an outlet for some 
products. 

Farmers' retail markets have a long 
history. A trading post was operated 
in Albany in 1621. Governor John 
Winthrop of the Massachusetts Colony 
named every Thursday as market day 
in Boston. Roads were poor and the 
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products offered for sale came from 
farms 5 to 10 miles away. 

A survey by the Department of Agri- 
culture showed that there were 291 
farmers' retail markets in 1946—143 
in the Northeast, 36 in the South, 100 
in the Central States, and 12 in the 
West. 

Like them are farm women's mar- 
kets, of which there were 212 in 1946— 
13 in the Northeast, 188 in the South, 
8 in the Central States, and 3 in the 
West. 

Farm women's markets can be estab- 
lished in towns with a relatively small 
population. Seventy-seven were lo- 
cated in towns of less than 5,000. 
(L. A. Bevan.) 

Selling Through 
Local 
Middlemen 

Farmers use many kinds of local 
middlemen in selling their products. 

Among them are hucksters, retail 
merchants, hotels, and restaurants. 
Many buy dairy products, poultry and 
eggs, and fruits and vegetables from 
farmers for resale. They siphon off, in 
effect, enough of those products to 
meet local needs before the rest is sent 
on to wholesale markets. 

Notwithstanding the impacts of far- 
reaching developments in marketing 
methods, the local middlemen con- 
tinue to occupy an important place in 
the marketing of farm products. The 
changes they are encountering, how- 
ever, emphasize the need for flexibility 
in their operations if they are to keep 
pace with the technical evolution in 
marketing. 

Hucksters buy fruits and vegetables, 
eggs, poultry, and a few ether prod- 
ucts from farmers and distribute them 
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from their trucks to consumers. They 
maintain regular routes and establish 
sources of supply and customers. Re- 
quirements as to quality are about the 
same as those of other local outlets. 

Some retail merchants also serve as 
local assemblers and ship surplus farm 
products on to the wholesale markets. 

The practice has been declining in 
importance, however, with the devel- 
opment of highly commercialized agri- 
cultural production and of specialized 
market outlets. 

Hotels and restaurants are mostly 
specialty outlets. To operate most 
effectively they deal with the farmers 
who can furnish the amount and kind 
of goods their customers require. 

Frozen-food locker plants are one of 
the more recent developments that fur- 
nish farmers outlets in some communi- 
ties for the local sale of livestock prod- 
ucts and homegrown fruits. Livestock 
often is slaughtered for patrons at the 
plants and surplus amounts are sold 
to other locker patrons and at times 
to the general public. 

LOCAL INTERMEDIARIES who move 
farm products on to wholesale markets 
include resident buyers, traveling buy- 
ers, order buyers, and the merchant 
truckers. 

One of the most common types is 
the resident buyer. Often he owns or 
operates a local marketing facility—a 
grain elevator, warehouse, fruit pack- 
ing plant, or a farm-supply business, 
through which he buys farm products 
as a sideline. He operates independ- 
ently or as a representative of other 
firms. In August 1948, for example, 
36 percent of the eggs sold in the 
North Central States were purchased 
by local egg and produce dealers, 24 
percent were sold at retail stores, 16 
percent went to truckers and outside 
buyers, 10 percent were sold through 
cooperatives, and 14 percent went to 
other agencies. 

Traveling buyers, who operate inde- 
pendently or as representatives of ter- 
minal buyers or firms operating at 
local shipping points, travel from one 
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producing district to another as crops 
mature. Purchases are made in truck- 
lots or carlots from the producers. 
That procedure is followed for fruit 
and vegetable crops—the produce in 
which they specialize. Men engaged 
in buying citrus fruit in Florida dur- 
ing the winter, for example, follow the 
peach crop from Georgia to South 
Carolina, and later move on to north- 
ern producing districts. 

In the fruit and vegetable industry, 
the "grower-shipper" also has increased 
in prominence since 1930. Many of 
them are former cash buyers whose 
interests as producers have gradually 
increased. They pack and market 
products produced by their neighbors, 
generally for a fixed packing charge 
and marketing commission. Sometimes 
farmers form a cooperative to take 
over the business as it expands. 

Order buyers function as shipping- 
point brokers for chainstores or ter- 
minal wholesale buyers at country 
points. Specialized resident or travel- 
ing buyers who may be salaried em- 
ployees or operate on commission are 
included in this group. They buy for 
cash the kind and grade of produce 
their customers demand. 

Some products, like potatoes, are 
purchased directly from the producer. 
Western apples, citrus fruit, and Cali- 
fornia grapes are more likely to be 
obtained from local packinghouse op- 
erators. Order buyers also represent 
cotton mills, meat plants, grain whole- 
sale houses, oil mills, and other proces- 
sors and distributors. The greater part 
of their purchases is made from resident 
buyers, and the farmer's contact with 
them is limited. 

Merchant truckers purchase eggs, 
fruits and vegetables, and livestock at 
the farm and at shipping-point markets 
at auction or at private sale. This type 
of buyer is most prominent during 
periods of depression when prices of 
farm products are low and regular 
employment is hard to get. A few are 
bargain hunters and have been re- 
garded as financially unreliable, but 
most  perform  the  useful   service   of 
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assembling farm products and trans- 
porting them to consuming markets. 

The buyers who serve terminal mar- 
kets generally have a number of out- 
lets for the products they buy. The 
operator of an apple packinghouse in 
the Pacific Northwest, for example, 
may sell regularly to a certain order 
buyer, representing a chainstore or 
distant wholesaler; he may have a 
joint-account arrangement with some 
wholesaler in Chicago, which requires 
him to deliver one or more carloads 
each week; and he probably is repre- 
sented by brokers in several markets. 
The grain-elevator operator usually 
depends on one wholesale grain firm 
in one, two or three central markets. 

Traveling buyers regularly represent 
agencies in the terminal market or 
agencies that have established terminal 

connections. Local buyers of livestock, 
wool, or poultry products and mer- 
chant truckers generally have regular 
customers in distant markets, or repre- 
sent or are represented by terminal 
firms. 

All these intermediaries are the first 
step in the progress of farm products 
to the consumer. As such, they must 
have dependable outlets, which carry 
the goods a second step on their way. 

Farmers also have set up their own 
marketing facilities and agencies in 
many parts of the United States. They 
function, in effect, as their own local 
intermediaries in starting farm products 
on the way to consumers. 

Farmers owned and operated ap- 
proximately 6,700 local cooperative 
marketing agencies in the United 
States  in   1953.  Through them they 
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engaged in marketing at local concen- 
tration points. 

Many of these associations engaged 
in more than one type of business. In 
rounded figures, however, the numbers 
handling various farm products were: 
Grain, 2,200; dairy products, 1,900; 
fruit and vegetables, 800; poultry 
products, 700; livestock and livestock 
products, 650; and cotton products, 
550. Smaller numbers of associations 
served producers of beans, peas, nuts, 
rice, sugar products, tobacco, wool and 
mohair, and other specialty items. 

About 2.5 million farmers used their 
own cooperatives as local outlets for 
some or all of their products in 1953— 
about 3 billion dollars' worth of goods. 

AUCTION MARKETS have had an im- 
portant influence on the operations of 
local market intermediaries, especially 
those who handle livestock, fruits and 
vegetables, tobacco, and poultry and 
eggs. More than 90 percent of the 
tobacco grown in this country is mar- 
keted through the auctions, and the 
amount of other products sold through 
auctions is substantial. Some are 
owned by the middlemen. In others 
ownership is specialized, and farmers 
who use them pay fees for the services. 

Auctions operate on a commission 
basis. Livestock auctions as a rule are 
located in regions far removed from 
terminal market outlets. Country- 
point fruit and vegetable auctions pri- 
marily are used by representatives of 
chainstores, speculators, and trucker- 
buyers. 

Local middlemen who keep abreast 
of market developments and who 
maintain flexibility in their operations 
perform needed services for many 
types of farmers. 

Those services include assembling 
farm products, separating them into 
market grades, preparing them for 
market, and storing and transporting 
them to market centers. The middle- 
men used to furnish credit, but that 
function has declined in importance 
since the establishment of the produc- 
tion  credit  associations  and   greater 
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availability of private sources of credit. 
For some products, however, it still is 
important. Feed companies, for exam- 
ple, are active in financing the produc- 
tion of broilers and turkeys and con- 
sequently influence the channels used 
in the local marketing of those items. 

The services are used by most 
farmers for at least some of the prod- 
ucts they sell. Farmers with large 
acreages and production are likely to 
deal directly with terminal wholesalers 
and other buyers, but the local inter- 
mediary provides an important outlet 
for many family farms. {Andrew W. 
McKay, Martin A. Abrahamsen.) 

Selling 
to 
Processors 

Often farm products have to be proc- 
essed in one form or another near the 
farms where they were produced. 
Perishable products, like strawberries, 
must be preserved quickly. Bulky prod- 
ucts, like rough rice and sugar beets, 
sometimes must be reduced to a form 
that can be shipped economically. 
Therefore some farmers usually mar- 
ket products directly through processors 
or manufacturers. 

Processing itself is more or less com- 
plicated and specialized, and so most 
farmers cannot process their products 
themselves. 

There is a certain amount of custom 
processing, such as the operation of 
cotton gins and oil mills, but that is 
more nearly a preliminary processing 
than the making of the end product. 
As a general rule, processors buy or 
otherwise take title to the product in 
order to have freedom and flexibility 
in their production and sales opera- 
tions. 
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When conditions dictate that farm- 
ers dispose of products directly to 
processors, it is common practice and 
highly desirable for the farmers to deal 
directly with the processors. Direct 
negotiations may tend to prevail in all 
instances except where the processor 
is located at a great distance or where 
the processor may be so large and well 
organized that farmers are unable to 
bargain satisfactorily. Livestock mostly 
are processed at some distance from 
the producing area. Consequently the 
farmer ordinarily sells to the meat- 
packer through an agent, be it a com- 
mission house or a local buyer. 

Dairy farmers sometimes have found 
that individually they cannot nego- 
tiate satisfactorily for the sale of milk 
directly with the large distributors. 
Consequently the marketing of milk is 
organized largely on a cooperative 
basis. A milk producer must arrange 
in advance for an outlet for his milk. 
There is no time for negotiating once 
the milk is produced and delivered. 

But farmers have many opportuni- 
ties to deal directly with processors. 
Some dairy farmers sell milk for manu- 
facturing into cheese or condensed and 
evaporated milk; fruit and vegetable 
producers often sell their products 
directly to the canners, preservers, or 
freezers; rice producers may sell to 
the millers; alfalfa growers sometimes 
market their crop to dehydrators; and 
broiler producers often sell directly to 
processors. 

The location of the processing facili- 
ties and consequently all the selling 
arrangements are affected by the con? 
centration of production. A farmer 
who produces cream in Minnesota 
ordinarily sells directly to a local 
creamery, but in Nebraska, for ex- 
ample, the producer of cream ordinar- 
ily sells to a local agent who subse- 
quently ships the cream to a central- 
ized creamery. 

If the supply of raw material is large 
enough, a number of processors ordi- 
narily will be available, and the farmer 
may have several competing outlets to 
which he may sell. 
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Among meatpackers there is a trend 
toward processing nearer the produc- 
tion areas. Livestock need feed and 
water while in transit. The shrink, 
sickness, and death that may occur 
when animals are moved are factors 
that encourage slaughter near produc- 
tion areas, although factors like freight 
rates and the kosher trade may en- 
courage the shipment of live animals 
instead of meat to consuming centers. 
The same is true in poultry processing. 

Farmers who produce commodities 
that must be processed quickly want 
to be sure of at least one outlet or 
market beforehand. If several possible 
markets are at hand, or if the product 
is less perishable, the farmer's need to 
insure an outlet before production or 
delivery is less great. Rough rice must 
be milled to remove bulk, but rice is 
not highly perishable; consequently, 
growers have more flexibility in ar- 
ranging marketing outlets. Cotton 
must be ginned, but numerous gins 
are available and the harvest season 
is reasonably long; consequently few 
definite arrangements are made in 
advance. Even for livestock, which are 
ordinarily marketed through an agent, 
some flexibility exists in the time and 
method of marketing. 

Processors are aware of the need to 
arrange sources of supplies. Many 
products are seasonal, and some proc- 
essors can operate only for short 
periods. The mutual dependence of 
farmer and processor leads to negotia- 
tion, general understanding, contracts. 

Written contracts for the production 
of specific crops for a specific market 
have become customary in the vege- 
table processing and sugar beet indus- 
tries. So the processor can insure his 
supply of raw material, the contract 
ordinarily provides for the production 
of a stated number of acres. To protect 
himself from an oversupply, however, 
the processor may require that he be 
obligated to accept only the total pro- 
duction from the specified number of 
acres at a stated yield. In order to be 
insured of an economical outlet, farm- 
ers must know the price to be received 
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for the product. All such details farm- 
ers and processors set forth before the 
crop is planted. 

Milk is sold in accordance with 
certain mutual arrangements, but 
there is not necessarily a written con- 
tract. Neither is the exact price to be 
paid stipulated in advance, but the 
method for computing the price may 
be agreed upon. The milk producers' 
cooperatives may affect the method 
used. Moreover, milk prices in many 
fluid milk market areas have come to 
be determined or regulated under 
Federal and State milk orders. 

Quality also is a big factor. Often the 
processor cannot improve on the 
quality of the raw material he gets; 
he must do the best he can with what 
is delivered to him. In processing 
vegetables, for instance, many proc- 
essors sell under a brand name or label 
and desire a uniform product to meet 
consumers' expectations. Because lower 
grade products are sometimes unsal- 
able, processors generally are keenly 
aware of quality. 

Processors therefore may insist that 
the farmer produce a specific variety 
or size of product and deliver it at a 
certain degree of maturity. Grades will 
ordinarily be specified with varying 
prices, depending on the grade de- 
livered. To insure that a particular 
type of seed is used and that insects 
and disease are controlled, the con- 
tract may specify that the processor 
furnish the seed and perform all spray- 
ing and dusting operations. The 
method of harvesting sometimes affects 
quality, and processors may undertake 
to harvest the crop, particularly if 
specialized and expensive equipment 
is required. The extent of such pro- 
visions in farmer-processor contracts 
varies with the dependence of each 
upon the other for a market or for a 
source of raw material. 

Many processors keep in touch with 
farmers through field agents, service- 
men, plant managers, or some other 
representatives, who visit the farmers 
and give advice on production prob- 
lems. They may also arrange sources 
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of supply and write contracts. They 
maintain good relations between farm- 
er and processor. They are interested 
in quantity as well as quality. A field 
agent visits a dairy farmer immediately 
if a problem of disease or high bacteria 
count has arisen. Spray schedules, 
thinning requirements in order to 
attain size, and general production 
problems arc among the concerns of 
field agents in the fruit and vegetable 
industries. 

Another point to be settled between 
the farmer and processor is the time 
the product will be ready. Farmers 
want as big a yield as possible at a 
stated return per unit. Processors want 
to operate at capacity for as long a 
season as possible. To satisfy both 
parties, it is necessary ordinarily to 
make arrangements as to time of 
planting, harvesting, or delivery of the 
product. Some products that do not 
need to be processed immediately, 
such as sugar beets, may be harvested 
when mature and held for a time 
before processing. But even then sugar 
factories provide a delivery schedule 
in an attempt to achieve efficiency of 
labor and equipment utilization and 
to maintain a source of supply for 
capacity operation over an extended 
period. 

These factors represent the most 
serious points for negotiation between 
the farmer and processor. A processor 
may desire that a product be harvested 
on a given day; farmers arc conscious 
of the fact that if the crop is allowed to 
grow for a few more days the yield 
may be increased. Farmers who enter 
into contracts for the production of 
crops for sale to processors should con- 
sider such factors and reach an under- 
standing in advance of production. 

It has happened that processors can- 
not interest farmers in producing the 
crop under such conditions or for other 
reasons cannot insure an adequate 
supply. The processors then may have 
to discontinue operations, move else- 
where, or themselves become pro- 
ducers. A few very large vegetable 
and fruit processors have followed this 
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route. In the broiler industry, proces- 
sors are engaged rather heavily in the 
production of broilers to provide a 
source of supply. An extreme example 
is the Hawaiian pineapple industry, 
where the processors grow nearly all 
of the pineapple. 

Processors seem to be reaching fur- 
ther and further into the production 
process: They have been growing 
more products on .their own. They are 
entering into the production schedules 
on individual farms. Packers are feed- 
ing more livestock. Feed dealers are 
entering into broiler production by 
mutual arrangements, with farmers. 
Canners and freezers are moving 
further into the production for fruits 
and vegetables through contracts with 
farmers. Moreover, processors have 
sometimes found that financing is 
necessary to induce farmers to produce 
the required volume of raw products. 

An example is the big commercial 
broiler industry, in which financing 
has come to be highly developed. The 
processor or the feed dealer or manu- 
facturer often supplies the feed for 
growing the broilers. Chicks, medi- 
cines, and equipment may be furnished 
on credit, under contract. Under some 
plans the title to the broilers remains 
with the creditor, and the farmer 
performs only the service of feeding 
and caring for the birds. It should be 
remembered that when farmers under- 
take production plans that include 
financing, the farmer is tied more or 
less to the financial agent or credit 
source in marketing his product. 

In order to protect his investment, 
the financing agent may insist that 
farmers market the product in a par- 
ticular manner, perhaps at a specified 
time and in some cases through a 
particular processor. Indeed, the mar- 
keting may be taken over by the 
creditor. Such factors depend on who 
does the financing, the extent of 
financial burden, and the difficulty 
involved in marketing. In Georgia, for 
example, in 1951, more than 98 out of 
100 broiler producers operated on a 
credit or contractual basis, and many 
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marketing practices developed out of 
the feed dealers' financial interest or 
investment in the finished broiler. 

In the Shenandoah area and in 
North Carolina in 1952 about 90 per- 
cent of the broilers were grown by 
farmers who depended on feed dealers 
for credit to cover production costs. To 
protect themselves against the credit 
risk, the usual practice was for feed 
dealers to retain title to the broilers. 

The size or scale of processing facil- 
ities and the capital that is required 
to operate undoubtedly influence the 
farmer-processor relationship and their 
methods of doing business. The large 
operations with diversified products 
result in less dependence on one prod- 
uct. Small processing plants are slowly 
giving way to larger ones, often involv- 
ing well-integrated processing opera- 
tions. Present-day demands result in 
the need for more modern facilities 
with increased capital requirements. 

In the pine-gum industry, for exam- 
ple, the processing was accomplished 
20 years ago in nearly 1,000 fire stills. 
Today crude pine gum is processed in 
about 25 centralized processing plants. 
In 1954 there were only one-fourth as 
many cotton gins as in 1915. 

The marketing of farm products 
through processors has come to be big- 
business. With changing consumer 
demands, perhaps the farmer in the 
future will be even more dependent on 
the processor. It hinges largely on the 
alternative markets available to him. 
{Floyd F. Hedlund.) 

Selling Directly 
to Terminal 
Markets 

A farmer may sell some of his prod- 
ucts at a terminal market, where com- 
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ple, the processing was accomplished 
20 years ago in nearly 1,000 fire stills. 
Today crude pine gum is processed in 
about 25 centralized processing plants. 
In 1954 there were only one-fourth as 
many cotton gins as in 1915. 

The marketing of farm products 
through processors has come to be big- 
business. With changing consumer 
demands, perhaps the farmer in the 
future will be even more dependent on 
the processor. It hinges largely on the 
alternative markets available to him. 
{Floyd F. Hedlund.) 

Selling Directly 
to Terminal 
Markets 

A farmer may sell some of his prod- 
ucts at a terminal market, where com- 
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modities are brought from a rather 
large area for sale and where functions 
like processing, storage, and distribu- 
tion are performed. 

At railrpad centers between areas of 
livestock production and population 
centers, terminal livestock markets 
developed when railroads provided the 
only economical method of transpor- 
tation. 

Meatpacking plants, large and small, 
were established at the livestock mar- 
kets—the stockyards, located chiefly in 
the great meat-producing area from 
Buffalo to Pittsburgh in "the East to 
Denver in the West. A large part of 
the packing industry finds it economi- 
cally desirable to operate in the stock- 
yard centers. 

For some products, terminal markets 
have never developed. For other prod- 
ucts, dealers rather than farmers use 
them. Farmers commonly use the ter- 
minal markets for livestock but not for 
grain. 

A FARMER who can choose between a 
terminal market or another outlet for 
his products may make his decision on 
the basis of availability of a terminal 
market, convenience, or habit. He may 
also compare the prices he will receive 
in the two alternative markets. To do 
that, he must have market quotations 
and a fairly good idea of how his prod- 
uct will grade. 

Then he must consider what he must 
do to reach each market: Arrange for 
transportation and possibly protection 
of his produce on the way to market; 
assume risks until the goods are sold; 
arrange for a sales agent in the market; 
and incur the necessary costs involved 
in getting his product to the market. 
The transportation may be by railroad 
or truck. A farmer close to the market 
may use his own truck. 

One question is: Does he have the 
quantity to sell that fits the unit of 
transportation—that is, a carload or a 
truckload? In marketing grain, he 
usually settles the matter by selling to 
the local elevator, which assembles 
carloads. 
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Related to transportation is the 

question of protection en route to 
market. Fruits and vegetables, for ex- 
ample, may require protection against 
too high or too low temperatures. The 
transportation agencies will furnish 
such services if requested at a regular 
schedule of fees. 

RISKS include chances of physical 
damage, which may be reduced by 
adequate protection. Sometimes insur- 
ance against loss from physical damage 
may be purchased. 

The risks of price changes must be 
assumed for most commodities that 
farmers ship to terminal markets. The 
greater the distance and the longer the 
time involved in reaching the market, 
the greater are the risks. The possi- 
bility also exists that the price will rise 
while the goods are en route. On a 
rising market there might be an 
advantage in selling to the more distant 
market. 

All terminal markets have commis- 
sion men and sellers' agents, who com- 
pete for business. The problem is to 
select one in whom the shipper has 
confidence. (A further discussion of 
this point begins on page 280.) Over 
the years close relationships have been 
built up between many farmers and 
their sales agents. The agent looks after 
the commodity upon arrival, makes 
the sale, and collects and remits the 
proceeds to the shipper. 

The farmer normally bears all costs 
until his products are sold. These 
include transportation, the shrinkage 
in weight in transit, special payments 
for protection while en route, insur- 
ance against damage in transit if this 
is not included in the transportation 
charge, and the selling and other 
charges made in the terminal markets. 

SOME COSTS are incurred in any 
method of marketing. The farmer 
should determine costs for each alter- 
native outlet. From comparisons of 
costs and prices in each outlet he will 
get an idea as to the comparative net 
returns. (L. J. Norton.) 



Central Markets 
W&— y##m 

Somewhere between the 
farmer and the consumer most farm products must be 

brought together before they are forwarded to wholesale 

and retail stores. The assembling of many commodities 

takes place at the great terminal markets, which are 

equipped to receive, unload, store, and reship the large 

volume and variety of goods which flow to them by rail, 

boat, and truck. The essential core of the service of any 

terminal market is to provide a broad outlet for products 

and to establish the value of the commodity. For some 

products sale in a terminal market has been economic; 
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for others, it has not. The development of the motor- 
truck, good highways, and radio after the First World 
War lessened the advantage of physically concentrating 
the products at central markets. Some farmers and deal- 
ers found they could reduce their costs by bypassing the 
terminals. But the trading facilities of a decentralized 
market must be as good as those of the central market 

lest the individual sellers and buyers suffer from unfair 
practices and prices. 

The Place of 
Terminal 
Markets 

The location- of terminal markets is 
essentially a function of transportation. 

Before 1850, when water transpor- 
tation was relied upon chiefly for mov- 
ing the surplus products of the region 
between the Alleghenies and the Mis- 
sissippi River to the East and South, 
terminal markets were located on an 
east-west axis along the Ohio and Po- 
tomac Rivers, and at each end of the 
Great Lakes. Along the rivers—from 
west to cast—were St. Louis, Cincin- 
nati, Wheeling, W. Va., Philadelphia, 
and Baltimore. Through them went 
surplus corn and hog products to the 
cotton-raising South. Along the Great 
Lakes from Chicago to Buffalo and the 
eastern consuming markets went wheat 
and salted beef and pork. 

When the rails pushed west of the 
Mississippi River, the terminal markets 
shifted to a north-south axis, taking on 
the  pattern  they  have  today.   From 

north to south the principal terminal 
markets are: Minneapolis and St. Paul, 
Chicago, Omaha, Denver, St. Louis, 
Kansas City, and Fort Worth. Through 
them shuttle the products of the region 
west of the Mississippi and Missouri 
Rivers to the densely populated States 
of the North and East. 

Only with respect to foreign trade 
may the seaports be considered as ter- 
minals. For domestic trade they are 
essentially consuming markets except 
as to reshipments, chiefly by truck, to 
the nearby territory. 

Terminal markets are equipped with 
facilities for receiving, unloading, re- 
shipping, and warehousing the great 
volume and variety of products which 
flow to them by rail, boat, and truck. 

After the products are unloaded there 
is the further task of concentrating 
them into local wholesale and jobbing 
market places within the terminal. 
That involves an expensive trucking 
operation from the scattered unloading 
tracks and yards of the different rail 
carriers over congested city streets into 
even more congested market places. 
The work of concentrating into the 
market places may be simplified in the 
case of livestock by unloading directly 
into a central stockyard; or, as in the 
case of grain by using an elevator. 
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The adjusting of supply and demand 
is a main function of terminal markets. 
Not all the adjustment takes place in 
the terminal market, because control is 
exercised also from the shipping point 
in the country. Adjustment takes place 
through the buying and selling activi- 
ties of merchants, processors, brokers, 
and the selling agents present in the 
market—agencies that reflect the de- 
mand of final consumers back to the 
shipping points. Their activities also 
move the part of the supply not needed 
for local consumption into secondary 
consuming markets, to processing in- 
dustries, and into export. Adjustment 
to demand takes place qualitatively 
also through inspection, grading, clean- 
ing, repacking, or otherwise condition- 
ing the product to make it even more 
acceptable to the consumer. 

Terminal marketing includes the 
function of pricing. Market prices are 
determined through buying and sell- 
ing activities when they are conducted 
by large numbers of buyers and sellers 
in a competitive market in which the 
product is moving in large volume and 
in a variety of grades. Because it is this 
type of trading that goes on in terminal 
markets, the prices currently prevail- 
ing there are accepted as representa- 
tive, or base, prices, which can be used 
in quoting prices to country shippers 
or to buyers in other markets. 
•Determination of price is not only 

and always a function of buying and 
selling at terminal markets. Control 
tends to shift toward the shipping 
points in the producing areas when 
supplies are generally short. Buyers 
move closer to the supply areas to com- 
pete. Limits may be set on the free 
action of the market also by the organ- 
ization of producers to control supply 
and by the stabilizing activities of the 
Federal Government. 

Lines of communication reach out 
from the terminal market to every part 
of the producing area from which it 
draws supplies. Other lines extend to 
all the large consuming markets in this 
country and foreign countries. Traders 
could not operate intelligently without 
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knowing what is happening in the 
growing areas and the markets. 

Terminal markets by definition are 
free, open, and competitive. Whatever 
regulation is imposed on trading prac- 
tices is chiefly concerned with main- 
taining open-market competition and 
restraining unfair or restrictive opera- 
tions that might result in monopolistic 
control. 

Regulation is of two kinds. First, 
the regulation that the operators them- 
selves impose through the rules of ex- 
changes, auction markets, or trade as- 
sociations. The rules are aimed mainly 
at protecting the operators from each 
other, but they also protect the public 
interest to the extent that they give 
effect to the provisions of the common 
law with respect to contracts and any 
statutory enactments affecting their 
particular trade. Besides the formal 
rules are practices that are sanctioned 
by custom but may not be covered in 
any written code. 

The second type is governmental 
control over weights and measures, in- 
spection for grade, sanitary controls, 
and controls aimed at unfair or mo- 
nopolistic trading practices. In mar- 
kets organized under the rules of a 
trading exchange, the major function 
of the governmental authority may be 
said to be that of enforcing the rules 
of the exchange when the members 
themselves fail to do so. 

THE MARKETING STRUCTURE of termi- 
nal markets has both an external and 
an internal, aspect. Externally the 
structure has a geographical character. 
Internally it is institutional. 

The market center is a focal point to 
which commodities flow from a tribu- 
tary supply area and from which sup- 
plies not needed for local use move out 
to a tributary area of distribution. It 
is possible to plot on a map the tribu- 
tary areas in terms of the particular 
commodities. 

Two or even more markets may be 
in competition in supplying the same 
commodity to a consuming area. The 
competition involves the area between 
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markets and also large areas beyond 
the competing markets to which they 
all have access. For certain commodi- 
ties it is increasingly true that com- 
petition with a distant terminal market 
is set up by a local market in the pro- 
ducing area, which reflects the demand 
of a local processing industry or of a 
distant consuming market. 

The economic factors that determine 
these market areas seem to be the 
nature of the product and the demand 
for it, prices and price policies, trans- 
portation rates and services, communi- 
cations, financial services, warehousing 
services and the local market demand 
in the producing area. 

The internal structure of the ter- 
minal market for the various major 
commodities generally is much the 
same. There are wholesale merchants 
who take title, various kinds of agents 
and the brokers who represent their 
principals, and also varying degrees of 
organized trading and regulation. 

DATING FROM the 1890's or earlier 
was a movement toward integration 
in buying, selling, handling, and proc- 
essing grain. The movement was 
marked by the encroachment of the 
terminal grain elevator on the mer- 
chandising functions of the grain 
commission firm. The processing in- 
dustry likewise integrated the proces- 
sing function with large-scale buying 
through its own terminal and elevator 
facilities. 

The large-scale cooperative market- 
ing organization has appeared more 
recently. Equipped with important 
terminal facilities, engaged in both 
warehousing and processing, and affil- 
iated with a wide-flung organization 
of country elevators, the cooperative is 
a large merchandiser of grain and feed 
and an effective competitor of the 
corporate terminal and line elevator 
companies. 

Grain commission firms by reason of 
their numerical strength are in control 
of the organized boards of trade and 
grain exchanges. They handle a large 
volume of business from the country. 
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The cash grain trade in these markets 
is also well established and in "strong 
hands." 

In a class by itself, integrating a 
function of price stabilization with 
the wholesale market operations, is 
the Government-owned Commodity 
Credit Corporation. The Corporation, 
which takes over grain from farmers 
as a result of its lending operations, 
may also enter the market on its own 
initiative to buy or to sell grain, al- 
though it rarely engages in these open- 
market operations. It does not operate 
for profit, but its activities often have 
an important effect on the course of 
prices. 

THE FUNCTION of physical concentra- 
tion of grain in the terminal markets, 
except to supply processing industries, 
probably is less important than for- 
merly. Storage capacity at interior 
primary markets and at the ports has 
increased more rapidly than in the ter- 
minals. Large amounts of grain, which 
formerly would have been forced into 
the terminals, are held for the account 
of the Commodity Credit Corporation 
at country storage points, some of it on 
farms.   ■ 

The accompanying chart shows for 
the* principal grains the receipts at 
primary (terminal) markets as a per- 
centage of total sales by farmers from 
1924 to 1952. The trend was down- 
ward for wheat, corn, and oats. Re- 
ceipts of barley in 1934, 1936, 1942, 
1943, and 1944 were inflated by heavy 
imports. Imports of barley were also 
substantial during 1948-1951. 

Besides the activities of the Com- 
modity Credit Corporation, a number 
of factors, some of them of long stand- 
ing, account for this diversion of grain 
away from the terminals. They are the 
readjustment of regional freight rates 
and the rise in the level of rail freight 
rates; the importance of exports during 
and immediately following both world 
wars; the rise of farmers5 cooperatives; 
changes in feeding practices; and de- 
centralization in the manufacture of 
flour, feed, and cereals. Decentraliza- 



40 YEARBOOK  OF  AGRICULTURE   1954 

RECEIPTS AT PRIMARY MARKETS AS PERCENTAGE OF SALES BY 
FARMERS, CROP YEARS 1924-51 
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tion to some extent has been toward 
the producing areas and toward re- 
gions in which dairying is the principal 
industry. 

While the concentration of grain at 
the terminals may be less important 
than it once was, the function of termi- 
nal markets as transaction centers has 
not been impaired to the same extent. 
Direct movements of grain in the do- 
mestic market and into export are still 
largely controlled by the buying and 
selling of operators in the terminal. 
Prices made in the cash markets con- 
tinue to be accepted as the best meas- 
ure of current values. Prices quoted on 
the futures market provide the only 
available means of discounting the 
factors that may affect future values. 

THE CONCENTRATION OF LIVESTOCK 
for slaughter at large terminal markets 
based on rail and motortruck transpor- 
tation began in the i86o5s and iSyo's. 

The opening of the Union Stock- 
yards in Chicago in 1865 was signifi- 
cant of the shift from the cattle drive 
and water transport. The introduction 
of refrigerator cars in the 1860's made 
it possible to ship fresh meat to the 
East and brought a shift of livestock 
slaughter from the eastern consuming 
markets to midwestern points at which 
livestock could be concentrated by rail. 
This pattern remained substantially 
unchanged until about 1920. 

The main livestock terminals are 
South St. Paul, Sioux City, Omaha, 
Denver, Milwaukee, Chicago, Indian- 
apolis, East St. Louis, St. Joseph, 
Kansas City, Wichita, and Fort 
Worth. South St. Paul and Sioux City 
are primarily hog markets. Denver and 
Omaha are important for sheep and 
lambs. Kansas City is a big feeder- 
cattle market. Chicago is a general 
market handling all kinds of livestock. 

Formerly, each of these markets had 
its own sources of supply. Prices were 
kept in line by the differential cost of 
reaching the respective markets and by 
the effective demand of packing plants 
located at the terminals. Surplus stock 
might be moved from one market to 
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another if prices went too low, but the 
major markets were kept in a general 
balance by the buying of the large 
packing companies that distributed 
their products nationally. 

During and immediately after the 
First World War this pattern began to 
be disrupted by the growth of packing 
plants in the producing areas, prin- 
cipally in Iowa, southern Minnesota, 
and eastern North Dakota. Freight 
rates gave these interior points an ad- 
vantage over the established markets 
in shipping dressed meat to eastern 
consuming markets. Increases in the 
level of freight rates, which coincided 
with a drop in livestock prices in the 
early IQQO'S and again in the 1930's, 
made the farmer want to sell nearer 
home. Highway improvement and in- 
creased use of motortrucks facilitated 
the marketing of hogs, and later of 
cattle, at local packing plants and con- 
centration yards. The net result has 
been a general decentralization of live- 
stock marketing in the region between 
the Mississippi and Missouri Rivers. 

Large numbers of livestock continue 
to be concentrated in the terminal 
markets to supply the packing plants 
of the larger packing companies. 

Moreover, the growth of population 
in the cities in which the plants are lo,- 
cated provides a large local demand. 
Buying by the terminal market pack- 
ers, however, has shifted largely to 
country points. 

The movement of the stocker and 
feeder type of animals into these mar- 
kets also has been reduced by the 
growth in recent years of local live- 
stock auctions in the Corn and Hog 
Belt. 

Changes in the institutional organi- 
zation of terminal livestock markets 
have been minor. Cooperative com- 
mission firms owned by farmers have 
become active since 1920 and have 
been financially successful. They op- 
erate in a manner similar to the regular 
commission firm. 

Much of the financing of the breed- 
ing and feeding of livestock, especially 
in the Corn Belt, has been taken over 
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CARLOT DIVERSIONS FOR SELECTED  COMMODITIES  ARRIVING  PRINCIPALLY BY  RAIL 
ON THE CHICAGO MARKET,  IQgQ,  1952 

Arrivals 

1939 

Apples (Washington). 
Carrots  
Grapefruit  
Grapes  
Lettuce  
Oranges (California). 
Watermelons  

Rail 

2,883 
4,367 
3,579 
7,378 

i3,9i5 
6,597 
2,877 

Total  41,596 

Percentage of total market  32. 8 

Potatoes  31,842 

Percentage of total market  25. 1 

¡952 

Apples (Washington). 
Carrots  
Grapes  
Lettuce  
Oranges (California). 
Watermelons  

3,375 
5,356 
4,753 

12,619 
3,564 
3, 66r 

Total  33, 328 

Percentage of total market  30.4 

Potatoes        30, 478 

Percentage of total market  27.8 

Data from annual reports of Market News Service. 

Truck 

2-7 

Total 
Rail 

unloads 

Per- 
centage 
diverted 

258 
12 

I59 
262 

 62 

2,883 
4,625 

3,59i 
7, 537 
M, r77 
6,597 
2,939 

42, 349 

1,870 
1,281 
2, 646 
2,065 
4,382 
3,546 
i,5i4 

17,304 

34-5 
70.7 
26. 1 
72. 1 
68.5 
47. 0 

47.4 

753 58.4 

6.4 32.5 30. 0 42.3 

84 31,926 16,507 48. 1 

252 23.8 26.7 

417 

237 

3,375 
5,773 
4,837 
12,935 

3,'898 

1,465 
2,272 

5Í486 
2,379 
1,961 

559 
57.4 
55 3 
56.3 
33 3 
46.4 

1,054 34, 382 15,694 

26.3 

50.6 

5.8 26.5 35-2 

439 30,917 14, 151 53-4 

24. o 23.7 32.7 

by the banks for cooperatives and by 
local production credit associations. 
Such financing was formerly done by 
commission firms and livestock banks. 

PRICES OF LIVESTOCK are determined 
in the open market by the action of 
buyers and sellers. Values must be 
arrived at by actual inspection of the 
animals by the buyer. Salesmen of 
commission firms and the buyers for 
packers are expert judges of quality. 
They have information about the cur- 
rent supply of animals of a given 
species and quality and about general 
conditions of supply and demand. 
Buyers for the different terminal pack- 
ers compete with each other and with 
the trader and order buyer for the 

farmer's cattle or hogs. The price ar- 
rived at reflects the supply and demand 
conditions in a single market and in all 
the large markets in which the national 
packers are buying. If the price goes 
too high in one market by reason of a 
short supply, packer buying is shifted 
to another market in which a lower 
price prevails. Prices in the terminal 
markets thus are kept more or less in 
line for the different grades and kinds 
of livestock. 

Decentralization in the packing 
industry has somewhat complicated 
the price-making process. It has in- 
creased the cost of buying for the 
terminal packer and has made price 
comparison more difficult for the 
farmer. Extension of the Market News 
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Service and improvement in quality 
of service to cover the local markets 
would seem to be necessary to keep 
them in line with prices prevailing in 
the terminal markets. 

TERMINAL MARKETS for fruits and 
vegetables are of more recent origin 
than the terminal markets for grain 
and livestock. The extension of rail- 
roads, the development of the refrig- 
erator car, and the invention of a 
process for the making of artificial ice 
brought them into existence. 

Those improvements and relatively 
low freight rates permitted production 
of the specialized crops so as to adjust 
to the most favorable combination of 
natural factors without much regard 
for the distance from the consuming 
market. The concentration by rail and 
water of fruits and vegetables at large 
cities gave rise to the terminal markets 
as we have them today. 

Fruits and vegetables, being largely 
unstandardized, in the beginning had 
to be concentrated physically in a 
market place in the city for the con- 
venience of wholesale buyers, who 
bought by inspection. Parts of a city 
street next to rail or water transporta- 
tion were taken over for the purpose. 
More elaborate facilities later were 
constructed, with stores or stalls for 
the merchants, unloading platforms, 
refrigerated storage space, and wide 
approaches to give easy access and 
room for standing trucks until they 
could be unloaded. 

The handling of fruits and vegetables 
requires an elaborate organization of 
terminal rail facilities: Hold-yards 
where cars can be held pending recon- 
signment or unloading; the inspection 
tracks, where the cars can be inspected 
before sale; and the unloading tracks, 
where cars can be unloaded into trucks 
that haul the contents into the jobbing 
market. 

With the growth of long-haul truck 
transportation, the jobbing markets 
have had to develop truck terminals. 

Most of the produce formerly went 
through the commission firm, but now 
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commission firms are operating as 
receivers or jobbers or are out of 
business. Produce that came to market 
mostly on an ungraded basis had to be 
sold by inspection in the terminal 
market. The grower was forced to 
consign and take the risk of the market. 

Abuses that crept into this trade 
weakened the confidence of the grower 
in the commission firm. 

Improved grading and packaging 
enabled a buyer to make purchas.es by 
wire at country points on the basis of 
country-point inspection and grade 
description. The growth of growers' 
cooperatives and improved financing 
made the growers reluctant to take the 
full risk of consignment selling in dis- 
tant markets. Rapid growth in con- 
sumption of fruits and vegetables put 
a premium on getting adequate sup- 
plies. Buying at wholesale tended to 
shift to the country shipping point. 
The commission firm was forced to 
become a merchant in its own right. 

Brokers have become important in 
this trade because they can facilitate 
sales over wide areas when represent- 
ing the country shipper. On well 
graded and well packaged commodi- 
ties, the activity of the broker may 
operate to effect direct sales from the 
shipping point to smaller consuming 
markets. 

The broker may act as the selling 
agent for a growers' association. His 
services are also used by the country 
shipper in placing cars on the auction. 

One finds both buying and selling 
brokers in the midwestern markets. 
The buying broker typically represents 
the wholesaler in eastern consuming 
markets. The selling broker may repre- 
sent the country shipper or the termi- 
nal carlot receiver. 

DISTRIBUTORS operate at shipping 
points and in the terminals. Some of 
them are large, integrated organiza- 
tions that sell in all the main consum- 
ing markets of the United States and 
Canada. They operate much as the 
broker does, but their relationship with 
the grower or the growers' association 
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Percentage of total 
rail arrivals 

Percentage of 
total unloads 

Percentage of 
State unloads 

by truck 

Percentage of 
rail arrivals 

diverted 

1939 
Distant States—little use of truck: 

Arizona  4- 2 

California  35-5 
Idaho  7-8 

Minnesota  3- 0 

North Dakota  3 3 
Texas  6.3 
Washington  3-4 

Percentage of total  63. 5 

Distant States—heavy trucking: 
Florida  
Louisiana  

Percentage of total  

Nearby States—heavy trucking: 
Illinois  . 5 
Indiana  - 8 
Michigan  i- o 
Wisconsin  2. 5 

Percentage of total  4. 8 

All truck'States  13. 1 

W52 

73-1 

1939 

1.8 
32.2 
7-4 

\:l 
6.8 
3-4 

54-9 

1952 

3-8 
25,6 
5-7 
2. 2 

3-2 
5-3 
34 

49-2 

m9 
o 
o 
o 

(1) 
o 

m 
o 

m 

1952 

(1) 
2.4 
O 

1! 
.8 

1939 

71. 2 
59- 1 
39 3 
62.7 
70. o 
Si-1 
38.2 

53- % 

. 2 

(1) 
•7 

3-5 

4.4 

8.0 

e.5o 
13.8 

29  3 

5-6 
1-5 
9.0 
3-2 

193 

91. 1 
709 
77.0 
44. 1 

72.4 

95-5 

40. o 

81.0 

12.5     46.9     36.9     43.3     58.4 

33-o 
2.6 

. 2 
64.4 
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GARLOT DIVERSIONS OF SOME COMMODITIES ARRIVING LARGELY BY TRUCK AT THE 

CHICAGO MARKET,  1939,   1952 

1939 

Apples (excluding Washington). 
Cabbage  
Celery  
Onions  
Strawberries l  
Tomatoes  

Total        16,073 

Percentage of total market  12. 7 

1952 

Apples (excluding Washington)  758 
Cabbage  1,863 
Celery  4,178 
Grapefruit  1, 429 
Onions  5, 209 
Oranges (Florida)  1,451 
Strawberries *  283 
Tomatoes  5, 223 

Total        20, 394 

Percentage of total market  18. 6 
1 Docs not include express shipments. 

Data from annual reports of Market News Service. 

Arrivals Per- 
Rail centage 

diverted Rail Truck Total unloads 

1,349 1,297 2, 646 I, 012 25- 0 
2,585 729 3,314 1,317 49- 1 
2, 52.3 780 3,303 1,392 44.8 
3,987 361 4,348 2,446 38.7 

143 1, 006 1, 149 97 32. 1 
5,486 732 6,218 4,015 26.8 

4, 905  20, 978  10, 279 

41.5 

40. I 

36.0 

15.2 14.8 

1,288 2,046 345 54-5 
1,311 3, 174 1, 220 345 

960 5,138 2,354 42.8 
732 2,161 1,275 10.8 
846 6,055 2, 532 519 
981 2,432 1,323 8.8 
357 640 265 6-3 

1,311 6,534 3,216 39 6 

7,786  28,180  12,530 38.5 

20.9 16.4 

is a continuing one. Well-known 
brands are owned by the distributor, 
and packing and shipping in the 
country are under his direction. He 
determines to which market shipments 
will be made, seeks out buyers, and 
determines selling prices. He may also 
make cash advances to the packers 
before shipment is made. Distributors 
take a percentage of sales rather than 
a fixed fee as compensation for their 
services. 

Comparable to the distributor is the 
selling agent. He represents a large 
growers5 organization, like the Cali- 
fornia Fruit Growers Association. He 
does not, like the general distributor, 
sell commodities other than those of 
his employer, and his control over 
carlot movements and prices is more 
restricted. 

Formally organized trading is found 

in the auction market, which is present 
in some of the large terminals. Well- 
graded, well-packed oranges, lemons, 
grapefruit, pears, apples, cherries, 
pineapples, and (in the New York 
market) some vegetables and nuts are 
sold. Cars consigned to the auction 
through brokers are unloaded into an 
auction warehouse. Sample boxes are 
opened, and sales are made at auction 
on the basis of inspection of the samples. 
The buyers are jobbers, truck-jobbers, 
institutions, small chains of retailers, 
and agents acting for retailers. 

Future trading in white potatoes is 
conducted on the Chicago Mercantile 
Exchange. 

A point that has been noted and is 
discussed more fully in the next two 
chapters is that forces making for 
change have been operating in the 
terminal markets. Improved grading 
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FRUITS AND VEGETABLES 
ARRIVALS AND UNLOADS AT CHICAGO BY RAIL AND TRUCK, 1931-53 
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and packing, inspection at the shipping 
point, and improved communication 
have prepared the way for increased 
decentralization in the marketing of 
the perishable products. Special trans- 
portation rates and privileges, such as 
blanket rates and diversion of cars en 

route, and the increased use of motor- 
trucks are additional factors. 

Brokers and distributors (especially 
those integrated with growers* associa- 
tions or chainstores) consequently have 
made it possible to give wide distribu- 
tion without concentrating shipments 
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to so great an extent in the large 
terminal markets. A smaller proportion 
of the cars that do arrive is unloaded 
into the jobbing market. 

Responding to a rising demand, more 
fruits and vegetables have been going 
to market in frozen form or as juice or 
juice concentrates, which move through 
different trade channels. The volume 
of fresh produce coming on the market 
therefore is lower. 

Supply and demand prices generally 
prevail in these markets. Most fruits 
and vegetables, being perishable and 
nonstorable, must be sold when they 
arrive in the market. Thus price is 
determined by the current and the im- 
mediately prospective supply and by 
current demand in a given market. 

Exposure of the grower and country 
shipper to drastic price changes in the 
terminal markets resulted in various 
measures designed to give the shipper 
a greater measure of control. Members 
of growers' cooperative marketing as- 
sociations may centralize control of the 
sale of their products in a marketing 
manager or selling agency, but this 
control may not be permitted to result 
in a monopoly control of the market 
supply. Centralized control of selling 
also assures a better distribution of the 
growers' produce among the several 
markets. A surplus of fresh products 
may be processed into juice or frozen 
form and sold and advertised under a 
brand name to achieve better control 
over price. 

Under the Agricultural Marketing 
Agreement Act of 1937, producers, 
associations of producers, processors, 
and others engaged in handling an 
agricultural commodity have exten- 
sive marketing powers in the interest 
of giving greater stability to prices. 

No CLEAR-GUT proof can be given to 
support the contention that terminal 
markets for fresh fruits and vegetables 
are less important as points of physical 
concentration and redistribution than 
they were in 1931 or earlier. Data of 
total shipments by rail and boat with 
which  to  compare   market  receipts 
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(arrivals) or carlot unloads are inade- 
quate because of the omission of im- 
portant commodities from the list on 
which reports by the railroads are 
made. No data on motortruck arrivals 
and unloads are available before 1931 
for most markets. 

Rail and boat shipments for the 
commodities reported (fresh peppers, 
potatoes, spinach, sweetpotatoes, to- 
matoes, turnips and rutabagas, water- 
melons, the mixed vegetables, apples, 
citrus fruit, grapes, peaches, pears, 
apricots, cherries, cranberries, plums 
and prunes, strawberries, and mixed 
deciduous fruit) declined 29.6 percent 
from 1931 to 1951. Rail unloads of all 
commodities at Boston, New York, 
Philadelphia, Atlanta, Chicago, Los 
Angeles, and San Francisco were 76.4 
percent of total unloads at those 
markets in 1931 and 51.9 percent in 
1950. Truck unloads increased from 
23.6 percent to 48.1 percent of the 
total in the same period. Total unloads 
were 2.4 percent lower. It would ap- 
pear that the function of these markets 
as points of concentration by rail and 
boat had diminished along with de- 
clining rail shipments. 

A shift in the channels of distribution 
for fruits and vegetables away from the 
wholesaler and jobber, located in the 
central market place, to the large- 
scale chainstore and supermarket helps 
to account for the decline in reported 
total unloads in these markets. Deliv- 
eries by truck from origin points direct 
to the warehouses of chainstores and 
supermarkets are not fully reported in 
the statistics compiled by the Market 
News Service. During the period un- 
der consideration those organizations 
greatly increased their share of the 
total business in perishable produce. 

It may be concluded also that redis- 
tribution from those markets by truck 
and in mixed carloads by rail is now of 
considerably less importance than for- 
merly when unloads were in a much 
higher ratio to population in those 
cities. Outlying cities and towns are 
now being served directly by rail and 
by truck from the producing areas. 
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For the central market, the function of 
area distribution outside of the metro- 
politan area has declined. 

The fortunes of the terminal fruit 
and vegetable markets seem to be wed- 
ded to relatively long-haul rail trans- 
portation. As truck operation in- 
creases, the shipper is given a more 
flexible instrument in terms of routing 
and size of load. The decline of the 
rail terminals may well have begun in 
the depression years when rail freight 
costs were a heavy burden, because 
prices were low. Truck arrivals at the 
markets are equivalent to truck un- 
loads, and the market to that extent 
becomes a dead-end consuming mar- 
ket. About 15 percent of total arrivals 
and one-fourth of unloads at Chicago 
were by truck in 1953. 

In summary, it may be said that the 
terminal markets for fruits and vege- 
tables as now organized serve princi- 
pally as points of concentration and 
redistribution for products grown at a 
considerable distance from the market 
and moving principally by rail. They 
are also important for products of low 
value relative to bulk and weight, like 
potatoes, regardless of distance of the 
growing region from the market. As 
truck receipts increase, the markets 
will become less important as centers 
of redistribution. 

The terminal markets of 1953 repre- 
sented the culmination of a national 
marketing technique under which the 
bulk of consumption was at a maxi- 
mum distance from specialized pro- 
ducing areas. Movement through the 
markets was facilitated by relatively 
cheap, long-haul rail transportation. 

As population shifts to attain a more 
even regional distribution, we may 
(except for certain commodities which 
are subject to strict climatic controls) 
see a shift from this national pattern to 
a regional pattern of marketing under 
which the terminal or transfer markets 
will more and more take on the char- 
acter of consuming markets. A con- 
tinuing high level of freight rates 
would hasten the change. {Edward A, 
Buddy.) 
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The Essentials 
of Good 
Terminals 

The essential core of the service of 
any terminal market is to provide a 
broad outlet for products and to 
establish the value of a commodity. 

Unless meatpackers create a large 
demand for livestock, a successful ter- 
minal livestock market could not oper- 
ate. The assembly of a large volume 
in turn draws buyers—and it takes 
buyers to make a market. It is also true 
that once a firm enters a business re- 
quiring farm products as raw materials 
it has an urgent need for those raw 
materials. The essential features of 
terminal markets—the economic as- 
sembling of large volumes of farm prod- 
ucts and the satisfactory pricing of the 
products—suggest the answer to the 
question as to why some farmers under 
certain circumstances find it advanta- 
geous to use them. The same is true of 
the local shippers who buy farmers' 
products or handle them cooperatively. 

Of the conditions that are essential 
to a terminal in providing a good mar- 
ket the first is that it must be a logical 
assembling point on the cheapest or 
most convenient route between pro- 
ducing and consuming areas. Grain 
moves from centers of production to 
centers of use. Wheat is grown in 
North Dakota and consumed as bread 
in Washington, D. G. The railroads 
that haul the grain run mainly through 
Minneapolis, Minn. There a terminal 
grain market has grown up to serve 
the big northwestern grain-producing 
area. From some parts of North 
Dakota the most economical route may 
lie through Duluth, Minn. If so, the 
grain may go to its terminal. 
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Second, it must be a convenient out- 
let for the farmers and dealers who use 
it. A large part of the livestock flows 
into each central stockyard from the 
area around it. Such areas vary with 
the size of the market and the degree 
of concentration of livestock produc- 
tion in the region. Farmers in such 
areas look upon the terminal market 
as their logical outlet. Further away, 
local markets, auctions, or local pack- 
ing plants are closer to the farmers, 
and they sell more to them. A terminal 
market serving an area where the live- 
stock population is too sparse to sup- 
port such local markets will tend to 
draw from longer distances than one 
serving areas of more concentrated 
production. But other things being 
equal, the larger the market, the larger 
the area from which it draws. Some 
sort of principle of gravity seems to 
operate. 

Third, the terminal market must ac- 
curately value products, including 
quality differences. The major interest 
of farmers in a market is: What prices 
does it return? One angle to correct 
pricing is accurate evaluation of com- 
mercial quality—the attributes of a 
commodity that may cause commercial 
differences in value—differences that 
consumers or processors or handlers 
deem important. That is especially im- 
portant in fat cattle because different 
lots vary widely in value. To evaluate 
such differences, adequate numbers of 
trained and qualified specialists—both 
buyers and sellers—are needed. Their 
services can be utilized most economi- 
cally if concentrated in a few places. 
So a large number of producers of 
high-quality cattle elect to sell at the 
central markets. 

No similar emphasis on valuing 
quality has yet developed for hogs. 
Great attention has been put on weight 
as a value factor. Weight is, of course, 
a factor in commercial value of hogs 
because it causes differences in value. 
But it is not the only reason for dif- 
ferences in value. Guessing hog weights 
in arriving at the price per pound is 
apparently a much simpler and more 
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widely spread skill than telling how 
much and what kind of beef lies under 
the hides of a lot of steers. The selling 
of hogs in central stockyards has not 
retained the same relative importance 
as it has for cattle. 

Interest has increased in more dis- 
criminating systems for valuing hogs 
to encourage production of the meat 
rather than of the lard type. Hog 
buyers who represent packers requir- 
ing particular types of meat have found 
it more essential to discriminate than 
have the big-volume packers, who 
must absorb whatever kinds of hogs 
farmers in general send to market. The 
selective packers often are represented 
in the terminal markets by order 
buyers who often pay premiums to get 
the type of hogs wanted by their 
packer customers. To be a good order- 
buyer market, a large selection of live- 
stock must be available so that such 
buyers can find an adequate number 
of the weight, . grade, and class of 
animals needed to fill specialized 
orders. That means either large central 
markets or the larger local markets. 

If the central markets would pay 
greater attention to valuing hogs for 
quality, more farmers might use the 
markets. 

A fourth essential is that the terminal 
market provide a broad outlet. An 
effectively organized terminal market 
can find an outlet for whatever volume 
is offered. 

Take the case of a buyer's market, 
in which the buyers are not hunting 
supplies but in which sellers are seek- 
ing the buyers. Such a market may 
develop in seasons of heavy production 
or when farmers may wish to increase 
marketings for one reason or another. 
The opposite is a seller's market, in 
which buyers are out hunting supplies 
and getting as close to producers as 
possible. In a buyer's market, products 
may flow into the terminals seeking 
buyers; then the importance of the 
terminal market is likely to increase. 
Buyers hunted out sources of feeder 
cattle for several years before 1952, but 
in   1952,   with   prospects   for   lower 
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prices, cattle producers had to send 
more of their stock to the central 
markets in search of buyers. 

IT IS OFTEN SAID that central markets 
are basic to price formation. The 
terminal market prices are certainly 
of great importance. They represent 
the values placed on rather large 
volumes. They are fully reported, and 
the prices and related information 
about receipts, shipments, and stocks 
on hand are widely disseminated. 

In the grain trade the futures prices 
established in such terminal markets as 
Chicago, Kansas City, and Minneapo- 
lis are basic in buying and selling grain 
through the grain belts. 

But the actual formation of prices 
involves wider areas of action than the 
central market. Grain moves from 
some producing areas in many direc- 
tions and not always toward a central 
market. So the differences between 
terminal market prices and local prices 
may vary considerably according to 
the supply-and-demand conditions 
prevailing in particular areas. 

Price formation is a matter of the 
balance of available supplies and effec- 
tive demands within a general or a 
particular market area. Trading done 
at many points develops the price 
structure. Important centers of such 
trading for certain products are the 
central markets. 

The widespread use of the grain 
futures has been noted. The basic 
values for quality cattle are established 
in central stockyards. For hogs pricing 
is more decentralized. The general 
structure is tied together by the pack- 
ers' bids which may be for hogs at cen- 
tral markets, local markets, or auc- 
tions. Those bids are influenced mainly 
by estimated "cutout" values; that is, 
what the products are worth, and by 
individual packer's needs to maintain 
a desired level of operation. The actual 
prices are the result of trading in 
varying types of markets. 

The terminal grain markets are used 
by dealers rather than by farmers be- 
cause the standard unit of shipment for 

grain is the freight car. They also are 
on economic routes between producers 
and consumers of grain products, and 
large volumes of grain therefore can 
flow economically to and through 
them. They have developed facilities— 
processing plants, terminal elevators, 
and such—which can absorb large 
quantities of grain seasonally offered 
for sale. Storage is an important ele- 
ment in the business of a terminal mar- 
ket. Grading systems—a combination 
usually of State and Federal activity— 
provide official grades, which aid in 
the evaluation of quality. 

Grain producers in some large areas 
do not make much use of terminal 
markets. 

The soybean industry has developed 
largely on the basis of processing plants 
at interior nonterminal markets. Some 
important flour mills, corn-product 
plants, breakfast-food plants, and dis- 
tilleries also are outside of the terminal 
markets. The commercial feed busi- 
ness—a large user of grain—is widely 
scattered. Rice milling also is largely 
done in the producing areas. 

It may or may not be economical for 
mills to buy in terminal markets. The 
sole test is whether the cheapest trans- 
portation route lies through them. 
Where it does not, the mills tend to 
procure their grain in producing areas. 
That has given rise to the development 
of interior grain merchandisers at com- 
mercial centers in some producing 
areas. The firms buy in carlots from 
local elevators and sell to the proces- 
sors. 

Two things facilitate this nonter- 
minal system. First, official grading of 
grain makes it possible to handle qual- 
ity evaluation on the basis of these 
grades and the agreed-upon discount 
schedules for various quality factors. 
Second, the futures markets for grain 
provide a general indicator of the 
value of the different kinds of grain. 

Certain large interior markets may 
be looked upon as terminal markets for 
cotton. Trading seems to center at 
them largely because of the necessity of 
evaluation of quality. Cotton is ginned 
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at local points. There the farmer may 
sell or he may have it moved to a cen- 
tral warehouse for storage. Different 
bales of cotton vary in value according 
to quality. Both sellers and buyers find 
it desirable to have the value deter- 
mined by experts. So the trade in spot 
cotton tends to center at a fairly limited 
number of interior markets where an 
adequate number of qualified people 
can locate to do this job economically. 
Among the largest of these markets are 
Memphis, Dallas, Houston, New Or- 
leans, Atlanta, Lubbock, and Fresno, 

Prices in them are tied together by 
the markets for cotton futures in New 
York and New Orleans. Sales at other 
points may be based on prices estab- 
lished in New York and New Orleans. 

WHAT SITUATIONS will lead farmers 
to use the terminal markets for fruit 
and vegetables? Nearby growers may. 
They may have the choice between 
selling at a farmers' market, making 
direct sales to retailers, or using a 
commission merchant on the terminal 
market. The trend is away from selling 
at farmers' markets. Time has become 
too valuable to farmers to spend on 
sales in small lots. Trucks have 
widened the area within which the 
terminal market may be used. 

More distant growers may sell to 
local dealers or through cooperatives 
as well as ship to distant markets, but 
there the risk of price change or 
deterioration of quality is very impor- 
tant. Most small growers in distant 
areas will shift the risks to a dealer or a 
cooperative. 

What will decide the dealer as to sale 
on a terminal market? In most cases he 
can sell at his own packing shed or 
warehouse to a carlot or trucklot 
buyer. His decision will depend on 
various circumstances. It may pay him 
to consign to a terminal market prod- 
ucts of particularly high quality or 
those that can be sold on a particularly 
high market. Produce that cannot be 
otherwise moved may have to be 
shipped to a terminal and sold for 
what   it  will   bring.   Various   small- 
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5i 
volume specialty items may have to be 
consigned. But with consignment the 
shipper must carry the risks of price 
declines and quality deterioration. 
However, a shipper who is continu- 
ously in the market and so may have 
many transactions spread out over 
time, reduces the risk on the season's 
operations by the averaging out of 
many individual returns. 

The shippers who use the fruit auc- 
tion companies at terminal markets 
have decided that it is worth while to 
assume the risks and costs involved in 
retaining ownership of their products 
until they can be sold to wholesale 
distributors in the terminal markets. 

Only large producers located close to 
market so that economical transporta- 
tion can be arranged can ordinarily 
sell eggs to terminal market dealers. 
Those who do so are usually located 
near one of the larger northeastern or 
Pacific coast cities. This method of sale 
rests clearly on getting fully paid for 
superior quality eggs. Over the coun- 
try most farmers sell eggs to various 
types of dealers or cooperatives, which 
in turn have many choices of outlets, 
including sale to terminal markets. 
Certain types of terminal market 
operations tend to emphasize a stand- 
ard quality of eggs accumulated by 
country dealers. Those eggs may be 
sold to local distributors, to retail 
stores, or to storage operators. 

But the trend in egg marketing is 
toward emphasizing quality. The re- 
sult is a movement toward integrated 
systems, in which milk distributors 
who also deliver eggs and large retailers 
or terminal dealers with quality-con- 
scious trade develop country buying 
stations or make direct contacts with 
country assemblers. The effect is to go 
around the traditional terminal dealer. 
The latter is still an outlet for the eggs 
accumulated by country dealers who 
do not emphasize quality. Since there 
are many small producers to whom 
eggs are of little importance, this trade 
will likely continue in considerable 
volume. There are future and call 
markets for eggs in Chicago. 
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The farmer who produces eggs in 
volume will seek a buyer in position to 
pay premiums for quality. 

The place of terminal markets for 
poultry is similar to that for horticul- 
tural products: To procure the poultry 
needed for consumption or processing 
in its consuming area. There still re- 
mains a market for live poultry in the 
large cities to supply various special 
groups. Farmers usually produce poul- 
try in small lots, except for commercial 
broilers or other specialty poultry, and 
typically sell to local dealers. The 
latter use the terminal markets, for live 
or dressed birds, primarily because 
they constitute large outlets. Various 
trends in the poultry industry tend to 
reduce the importance of the poultry 
dealer at the terminal market. These 
include development of specialized 
areas of broiler and turkey production, 
which develop direct market arrange- 
ments ; the decline in sales of farm- 
flock poultry, with increased egg pro- 
duction per hen; replacement of rail 
transportation by truck, which permits 
more direct movement to smaller con- 
suming centers; increased dressing of 
poultry in producing areas with dis- 
tribution of dressed poultry—either 
chilled or frozen—along lines used for 
fresh meat. 

Boston has been the traditional ter- 
minal market for United States wool. 
The spinning mills were largely in its 
trade area and it is a port for unloading 
overseas supplies. Wool varies greatly 
as to commercial quality and requires 
expert graders to determine values. 
These facts led to a central market 
where qualified experts could assemble. 
Large wool producers may deal direct- 
ly, but the large number of small pro- 
ducers must either sell to local wool 
buyers or turn their product over to a 
cooperative for sale. 

Recent developments tend to reduce 
the relative importance of the central 
wool market. Cooperatives that grade 
and sell wool have grown, sometimes 
at interior grading and warehouse 
points, from which the wool is shipped 
directly to mills. Another is the de- 

YEARBOOK   OF   AGRICULTURE   1954 

centralization of the wool-using indus- 
tries and the decline in relative im- 
portance of the mills in the Boston 
area. But the necessity of expert grad- 
ing and continued importance of the 
Northeast in wool use will cause Boston 
to continue of basic importance in the 
wool trade. 

For a number of products terminal 
markets have not developed. Among 
them are fluid milk and cream; fruits 
and vegetables for canning and other 
forms of processing; tobacco, where 
local auctions are largely used; rice 
and peanuts, for which farmers deal 
directly with local mills or dealers; 
field peas and beans, which are sold 
largely to local dealers, who in turn 
sell to the wholesale grocery or proc- 
essing trades; field and garden seeds, 
which seed dealers contract for or 
purchase direct. 

All marketing arrangements have 
been developed by long evolutionary 
process. Their current form depends 
on the nature of the services required 
between producers and wholesale users. 
For some commodities sale in terminal 
markets has been economic; for others, 
it has not. This evolutionary process is 
still going on. (L. J. Norton,) 

Changes 
in 
Structure 

The structure of the agricultural 
marketing system has been changing 
rapidly. The general movement is in 
the direction of decentralization. 

The system that originally developed 
as railroads opened up the West after 
1850 was based on the methods of 
transportation and communication that 
existed then. 

The team and wagon was an effi- 
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The farmer who produces eggs in 
volume will seek a buyer in position to 
pay premiums for quality. 

The place of terminal markets for 
poultry is similar to that for horticul- 
tural products: To procure the poultry 
needed for consumption or processing 
in its consuming area. There still re- 
mains a market for live poultry in the 
large cities to supply various special 
groups. Farmers usually produce poul- 
try in small lots, except for commercial 
broilers or other specialty poultry, and 
typically sell to local dealers. The 
latter use the terminal markets, for live 
or dressed birds, primarily because 
they constitute large outlets. Various 
trends in the poultry industry tend to 
reduce the importance of the poultry 
dealer at the terminal market. These 
include development of specialized 
areas of broiler and turkey production, 
which develop direct market arrange- 
ments ; the decline in sales of farm- 
flock poultry, with increased egg pro- 
duction per hen; replacement of rail 
transportation by truck, which permits 
more direct movement to smaller con- 
suming centers; increased dressing of 
poultry in producing areas with dis- 
tribution of dressed poultry—either 
chilled or frozen—along lines used for 
fresh meat. 

Boston has been the traditional ter- 
minal market for United States wool. 
The spinning mills were largely in its 
trade area and it is a port for unloading 
overseas supplies. Wool varies greatly 
as to commercial quality and requires 
expert graders to determine values. 
These facts led to a central market 
where qualified experts could assemble. 
Large wool producers may deal direct- 
ly, but the large number of small pro- 
ducers must either sell to local wool 
buyers or turn their product over to a 
cooperative for sale. 

Recent developments tend to reduce 
the relative importance of the central 
wool market. Cooperatives that grade 
and sell wool have grown, sometimes 
at interior grading and warehouse 
points, from which the wool is shipped 
directly to mills. Another is the de- 
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centralization of the wool-using indus- 
tries and the decline in relative im- 
portance of the mills in the Boston 
area. But the necessity of expert grad- 
ing and continued importance of the 
Northeast in wool use will cause Boston 
to continue of basic importance in the 
wool trade. 

For a number of products terminal 
markets have not developed. Among 
them are fluid milk and cream; fruits 
and vegetables for canning and other 
forms of processing; tobacco, where 
local auctions are largely used; rice 
and peanuts, for which farmers deal 
directly with local mills or dealers; 
field peas and beans, which are sold 
largely to local dealers, who in turn 
sell to the wholesale grocery or proc- 
essing trades; field and garden seeds, 
which seed dealers contract for or 
purchase direct. 

All marketing arrangements have 
been developed by long evolutionary 
process. Their current form depends 
on the nature of the services required 
between producers and wholesale users. 
For some commodities sale in terminal 
markets has been economic; for others, 
it has not. This evolutionary process is 
still going on. (L. J. Norton,) 

Changes 
in 
Structure 

The structure of the agricultural 
marketing system has been changing 
rapidly. The general movement is in 
the direction of decentralization. 

The system that originally developed 
as railroads opened up the West after 
1850 was based on the methods of 
transportation and communication that 
existed then. 

The team and wagon was an effi- 
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cient unit for handling small loads for 
short distances over country roads, but 
it was too small and slow for long trips. 
The horse and wagon set the pattern 
of the country markets. They were 
local markets, small in size but large 
in number. Each served a territory 
with a radius of only a few miles. 

The railroads were efficient for haul- 
ing large loads for long distances at 
high speeds. The markets that devel- 
oped as a result were the central mar- 
kets in the large cities and strategic 
transportation points. 

The local markets and central mar- 
kets complemented each other to form 
a fairly efficient system for getting 
farm products from producer to con- 
sumer. The markets in the country 
assembled small amounts into freight 
carload lots for shipment to the central 
markets. The central markets con- 
centrated them into large quantities 
for milling, packing, and shipping to 
wholesale and retail markets in the 
consuming areas. 

Prices in the central markets were 
loosely related, so that they could not 
fluctuate (except for short intervals) 
more than the additional cost of get- 
ting goods from one supply area to 
this or that other market. The central 
market system covered the globe for 
some commodities, such as wheat, that 
were durable, capable of standardiza- 
tion, and of high specific value so that 
transportation costs were low. 

The central markets were usually 
hundreds of miles away from the local 
markets that fed them. The producer 
or local dealer seldom accompanied 
his goods to the central market. The 
great bulk of produce was consigned 
to commission men at the central mar- 
kets. The commission men represented 
the seller. They made the best sale 
they could, deducted their commission 
from the proceeds of the sale, and 
remitted the remainder to the farmer 
or dealer who consigned the goods to 
them. 

A shortcoming of the traditional 
local and central market system was 
the cost of the concentration of large 
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quantities of livestock, grain, cotton, 
and such at the central markets. A 
typical central market for livestock 
might have half a square mile of pens, 
runways, railroad tracks, and other 
equipment, crowded with bawling and 
squealing livestock. The rent, depreci- 
ation, maintenance, wages and sala- 
ries, and livestock feed bill for running 
these hotels for livestock added up to 
a considerable sum. The concentra- 
tion of physical products facilitated 
price making, but it was an expensive 
operation. It was a considerable item 
of cost, which showed up as a deduc- 
tion from shippers' returns. 

The cost of selling hogs at the Union 
Stockyards, deducted by the commis- 
sion man from the buyers' check, was 
about 20 cents per 100 pounds before 
the Second World War and about 40 
cents per 100 pounds in 1953. The cost 
of selling corn on the Chicago Board 
of Trade was 1 cent a bushel, or 1 
percent if the price exceeded a dollar 
a bushel. Those amounts were only 1 
or 2 percent of the purchase price, but 
they looked large to the farmer who 
had nearer home alternative markets 
where most of the central market costs 
were avoided and no costs at all were 
charged as such. 

After the First World War, some 
new developments in transportation 
and in communication began to re- 
duce the advantage of concentrating 
physical products at the central mar- 
kets. The developments were the great 
improvement in motortrucks, the rapid 
extension of concrete highways over 
the countryside, and the radio. 

Trucks and paved highways made 
decentralization of the handling of the 
product physically possible. The radio 
came along at the same time and made 
that decentralization economically co- 
herent. In its field, communication, it 
was a perfect parallel to the other two 
inventions in their field, transporta- 
tion, for the radio was the perfect 
instrument for disseminating market 
news to the decentralized market. The 
truck and the concrete highway scat- 
tered the market over the whole pro- 
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ducing area; the radio scattered the 
market news over the whole area, right 
into the producers' homes. 

They permitted easier assembly of 
livestock and livestock buyers from a 
wider area at country points. Numer- 
ous local auction markets appeared; 
by 1940, they accounted for nearly 10 
percent of the livestock sold in the 
Corn Belt. The auction markets were 
like terminal markets in that they 
brought several buyers together in the 
same ring. They made a relatively 
good outlet for small lots and odd 
weights or grades of livestock. 

The new intermediate markets, in- 
stead of being articulated vertically, as 
it were, with the central markets (both 
in flow of goods and prices) are articu- 
lated horizontally with each other. 
They are as likely to lead the central 
markets now as to follow them. The 
concentration, equalization, and dis- 
persion of the physical goods that used 
to take place at the central markets is 
now spread all over the country— 
decentralized—and the price-deter- 
mining and title-transferring process is 
spread along with it. 

It used to be true that the great 
wholesale reservoirs performed an 
indispensable equalizing process. But 
nowadays the major part of the stream 
of agricultural commerce flows more 
directly from producer to consumer. 
Numerous smaller reservoirs upstream 
from the central reservoir now take 
care of most of the floods, and in so 
doing reduce the size of the job. Less 
concentration and less dispersion are 
needed, for much of the water is dis- 
persed before it ever reaches the cen- 
tral reservoir; the traditional central 
market structure is giving way to 
the decentralized market structure of 
modern times. 

In order to be concrete and specific, 
this general movement is discussed 
here in terms of two major farm 
products—butter and livestock. 

DECENTRALIZATION has been partic- 
ularly evident in the marketing of 
butter. Most creameries in the United 
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States sold their butter up to about 
1900 through commission men in the 
wholesale market. Today the situation 
is reversed. Most of the butter bypasses 
the central markets entirely and moves 
instead directly from the creamery to 
the distributor. 

Several reasons account for the de- 
cline in the volume of trading at the 
central markets after 1900. Quality of 
butter became more uniform. Storage 
facilities improved. Rail service be- 
came faster and more reliable. The 
danger of deterioration in transit less- 
ened. Buyers began to make direct 
contacts with creameries in order to 
develop their own regular sources of 
supply. Many creameries made ar- 
rangements with them partly to avoid 
the brokerage and other charges at the 
central markets. 

After the First World War, chain- 
stores, butter-marketing cooperatives 
like Land O'Lakes, large dairy corpo- 
rations, and meatpackcrs distributed 
larger amounts of butter directly from 
creameries to retail stores and institu- 
tions. Only about 17 percent of the 
butter produced in the United States 
was sold through the wholesalers lo- 
cated at the central markets in 1951. 
The rest moved directly. 

Furthermore, less than 1 o percent of 
the 17 percent that was sold on the 
central markets—that is, only about 1 
percent of total butter production— 
was sold on the organized Mercantile 
Exchanges in Chicago and New York. 

This bypassing of the central mar- 
kets might mean nothing more than 
that most of the butter today moves by 
the most direct route from producer to 
consumer and avoids the charges (up 
to one-half cent a pound at New York) 
and the necessity for immediate or 24- 
hour delivery in New York or Chicago. 
But actually the reductions in cost are 
only one of the effects of direct move- 
ments of butter. 

The most important other effect is 
the effect on butter prices. That effect 
is pronounced because of the method 
by which creameries sell their butter. 
Most creameries sell their butter on 
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the basis of a sales agreement with a 
receiver of butter, which may run un- 
changed for months or years at a time. 

This agreement, generally provides 
that the creamery will be paid, not so 
many cents a pound, but such-and- 
such a premium over the price quota- 
tion on the Mercantile Exchange in 
Chicago or New York on the day of 
arrival. Thus the judgment of those 
who buy and sell the i percent of the 
butter sold on those exchanges estab- 
lishes the price for the bulk of the 
butter that is sold direct without going 
through the exchanges. 

It is paradoxical but true that the 
direct-sales-agreement system, which 
requires that there be a reliable central 
market price quotation on which to 
base the sales agreements, itself under- 
mines the reliability of the central mar- 
ket quotation. 

The reliability of the quotation has 
been questioned on two points: 

First, the volume of trading and the 
number of traders is so small and the 
market is so thin that prices are unduly 
susceptible to manipulation by one or 
a few traders who deal in relatively 
small quantities. 

Second, since the bulk of the sales 
agreements provide for premiums over 
the exchange quotation, either the ex- 
change prices do not reflect supply and 
demand accurately (the prices are too 
low) or the price reports underquote 
the market. 

Butter traders generally defend the 
market on the first score (thinness). 
They take the position that when 
butter is moving freely, with no sur- 
pluses or shortages, that is evidence 
that prices on the exchange are at the 
right level, in line with supply and de- 
mand. It is not necessary, at such 
times, for the volume of trading to be 
large. In principle, there is no need at 
such times for any trading at all to 
take place on the exchange. At other 
times, if butter is not moving freely and 
surpluses or shortages develop, traders 
will sell or buy on the exchange in an 
attempt to bring prices in line with 
supply and demand. It may not even 
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be necessary, actually, to sell or buy 
at lower or higher prices, but only to 
offer to do so. A large volume of trad- 
ing is not needed in any case. 

Butter traders also defend the market 
on the second point (underquoting). 
Butter of known characteristics within 
the grade, bought direct, is worth a 
premium over butter on the exchanges 
that is not available for inspection 
before sale. Creamery managers know 
the situation and use the quotation as 
a basing price rather than an average. 

A third feature of the decentralized 
marketing system is the extent to which 
it accurately reflects price differentials 
for quality. 

On that score, the record is not so 
good. Upgrading, particularly in times 
of shortage, is widespread. The prac- 
tice of paying for low-grade butter on 
the basis of a higher grade reduces the 
incentive to produce the higher grades 
and discourages quality programs. The 
differences in prices received by dif- 
ferent Iowa creameries for the same 
grade of bulk butter have ranged up 
to 7 cents. 

The average difference between the 
prices for Grade A and Grade B butter, 
however, was only one-half cent a 
pound in 1949 and 1950, when the 
difference in the New York quotation 
was 1.4 cents and in the Chicago 
quotation was 1.8 cents. The ranges of 
the Grade A and B prices received by 
the creameries overlapped widely. 
Since the prices received by creameries 
are not reported, the situation makes 
it hard for a creamery manager to tell 
whether he is getting the full market 
value for his butter. 

An overall appraisal of the whole 
butter-marketing system and of the 
arguments pro and con may be put in 
the following terms: 

The reductions in costs achieved 
under the decentralized butter-mar- 
keting system are such that traders are 
likely to continue to use it. 

The effects on the level and stability 
of prices are controversial. An increase 
in the volume of trading on the ex- 
change probably would be beneficial. 
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Certain changes in the rules of the 
Wisconsin Cheese Exchange in 1938 
and later years were notably successful 
in increasing the volume of trading on 
that exchange. The following changes 
in the rules of the butter exchanges 
might be worth considering: Provide 
that the buyer pay assembly charges 
to the seller; provide for delivery at 
other points, such as Minneapolis-St. 
Paul, Mason City, and Kansas City; 
provide for fuller description of butter 
offered on the exchanges. 

It would be helpful also if the central 
market reporting system of the Depart- 
ment of Agriculture (which covers 
several central markets, not merely the 
butter exchanges at Chicago and New 
York) were expanded to include bi- 
monthly or quarterly reports on coun- 
try creamery price differentials from 
the exchange quotations. 

It has further been suggested that 
butter-market reporting might be de- 

centralized, as it has been for hogs, 
in line with the decentralization that 
has taken place in the butter-market- 
ing system. Prices received by cream- 
eries in the country could be reported 
daily by areas within States and by 
grades. This would give fuller coverage 
of the market, and could help indi- 
vidual creameries to know whether they 
were receiving prices corresponding 
to the grade of butter they produced. 

In livestock marketing decentral- 
ization has also proceeded apace. The 
extent of the change is shown in the 
chart. Only 40 percent of the hogs in 
the United States, fewer than 60 per- 
cent of the calves and sheep and lambs, 
and about 75 percent of the cattle were 
sold through central markets in 1951. 

Some observers believe that the 
central livestock markets are the most 
competitive markets. Where there are 
numerous buyers at one market, they 
say, there is active competition. But 



CHANGES   !N  STRUCTURE 

when livestock is sold direct, out in the 
country, there is usually only one buyer 
at each market point where the hogs 
are bought. There is ccno competi- 
tion." Prices are believed to suffer 
accordingly. Furthermore, some people 
believe that the growth of direct 
(i. e., decentralized) marketing reduces 
competition at the central markets, 
weakening the prices there and thus 
weakening the price structure over 
the whole market area. 

We can appraise these arguments 
most clearly if we first get straight on 
what competition actually is, and what 
markets actually are, from an economic 
point of view. 

The first argument, that there is no 
competition when hogs are bought 
direct, implies that competition exists 
only where several buyers are physi- 
cally present. But competition—that 
is, offers to buy or sell—is not restricted 
only to those who are physically pres- 
ent. A buyer may come to my farm and 
offer 17 dollars per i oo pounds for my 
hogs. If I then pick up my telephone, 
and get a bid from another buyer, 50 
or 100 miles or more away, of 50 cents 
more, or hear on my radio that prices 
are higher at other points, there is com- 
petition for my hogs right on my farm, 
just as if the buyers were physically 
present. In fact, I am in a stronger 
position with my hogs on my farm 
than if they were at a distant public 
market where they have to be sold 
within 1 or 2 days. 

The second argument, that decen- 
tralized buying reduces competition, 
demand, and the prices at the central 
markets, and thereby reduces prices 
over the whole area, is similarly fal- 
lacious. If decentralized buying reduces 
the demand at the central markets, it 
reduces the supply correspondingly, so 
that the net effect on prices on this 
account would be nil. The market for 
livestock in which prices are determined 
is not simply a central market, but is 
the whole group of buyers and sellers, 
wherever they may be. 

The group of buyers and sellers may 
be concentrated at one point,  or at 
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several points, or it may be widely 
scattered over the country. Prices are 
determined by the whole group in 
either case, and will be the same and 
determined by the same forces, in the 
one case as in the other, if the trading 
facilities are as good in the one case as 
in the other. 

Looked at in this light, the argu- 
ments as to the effect of direct buying 
on the price of hogs are seen to miss the 
point. They assume that Chicago sets 
the price of hogs. That is not true. 
More hogs are bought in Iowa than in 
Chicago. It would be more accurate to 
say that Iowa sets the price of hogs 
than to say that Chicago sets it. Actu- 
ally, neither one alone sets it. The price 
of hogs is set by the whole group of 
buyers and sellers all over the country, 
and for that matter, all over the world. 
In a centralized market it makes no 
difference to the level of prices whether 
the bulk of the trading is done on the 
east side of the pit in the case of wheat 
(or of the stockyards in the case of 
livestock) or whether it is done on the 
west side. And in a decentralized mar- 
ket it makes no difference whether 
most of the trading is done in the 
eastern part of the trading territory, or 
on the west side, or in a little knot in 
any one part, or all over the terri- 
tory—if the facilities for trading are as 
good in the decentralized market as in 
the centralized market. 

The danger from direct buying is not 
that it may substantially lower the 
price of hogs by undermining Chicago 
prices or some other assumed basic 
price. The danger lies in the extent to 
which the actual situation in hog 
marketing falls short of the proviso that 
ua scattered market is as good as a 
concentrated market, provided that 
the trading facilities are as good in the 
one case as in the other." 

IT IS EVIDENT that if the trading 
facilities are not very good, individual 
sellers (or buyers) may suffer. If some 
seller who has not put himself in touch 
with the best bids available accepts 
$17.50 per   100  pounds for his hogs 
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when he could have received $17.75 
somewhere else, he loses 25 cents per 
100 pounds. He would do better to 
pay a commission man to do his selling 
for him (if the price thus obtained were 
higher than the other by more than 
the commission and other charges). If 
market facilities are poor, direct buy- 
ing may lose the seller more money 
than the commission charges he avoids 
by selling direct. 

This puts the responsibility upon the 
packers and the farmers to provide 
first-class market facilities for direct 
buying, if farmers are to be protected 
from potential bad effects of the prac- 
tice. The most important of these 
market facilities is a stream of current, 
accurate, and detailed market news 
as to livestock prices at all available 
points in the general market for live- 
stock. 

A second important need is for a uni- 
form and relatively fine-grained system 
of grades, and an accurate way of 
determining where individual hogs or 
lots of hogs fall in that system of 
grades. It would do a farmer very 
little good to hear over the radio that 
hogs at a certain point were selling at 
from $16.00 to $18.00 per 100 pounds 
if he could not tell where his hogs 
would fall in the price range. The situ- 
ation improves greatly if the market 
news is refined and standardized, so 
that a farmer can hear that Choice No. 
2 hogs from 200 to 220 pounds are 
selling for $18.00 to $18.30 per 100 
pounds. Even then the farmer may not 
get full value for high-quality hogs, for 
that grading system does not specifi- 
cally include dressing percentage. 
That is left to the final bargaining 
between the seller and buyer, with the 
likelihood that both high- and low- 
quality hogs will be sold at prices 
closer to the average than their true 
cut-out value. 

The live hog grades promulgated 
by the Department of Agriculture in 
September 1952 should help to bring 
about more uniform hog grading. But 
it is inherently difficult for even the 
most expert hog buyer to estimate the 
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dressing percentage (yield of carcass) 
accurately, lot by lot, and still more 
difficult for farmers to do so. Farmers 
therefore cannot tell whether a buyer 
is knocking 25 cents off the price he 
will pay for a load because the hogs 
are filled and the yield will be low, or 
because he thinks he can take advan- 
tage of the buyer and get the hogs for 
25 cents less than they are really worth. 

I believe that the method of selling 
livestock by live weight, which grew up 
with the central markets, is not suited 
to decentralized markets. An alter- 
native would be to sell by the carcass 
weight and grade, the method used for 
all slaughter hogs in Canada. Under 
this method, the hogs are identified by 
tattoo marks, the carcass weight is 
determined mechanically by electrical 
recording scales in the plant, and the 
carcass grade is determined at the 
same point by an impartial Govern- 
ment grader. The bargaining about 
the price is done by the farmer before 
his hogs leave the farm. The competi- 
tion in this bargaining process is 
sharper and more accurate than the 
competition for live hogs can be, since 
prices can be quoted by sharply 
defined carcass grades and the weight 
and grade of the carcass can be accu- 
rately and impartially determined. 

A third important need is a thorough 
study of packers' competitive practices 
in the decentralized markets, as com- 
pared with practices in the terminal 
markets. So little is known about 
either that all that can be done here is 
to raise one or two questions. Direct 
packer buying might lead to geograph- 
ical division of market territory and 
thus to lower prices at the farm; this is 
unlikely in view of the heterogeneous 
nature of the competition in the area, 
but more needs to be known about the 
methods by which interior packers 
establish their prices from day to day. 
Direct packer buying might, alterna- 
tively, lead to more intensive competi- 
tion among packers, and thus result in 
higher prices at the farm. Or it might 
intensify the duplication of packer 
buying and selling services, and thus 
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widen middleman's costs; or it might 
enable buyers, sellers, and product to 
get together with less cost than those 
involved in using the central markets. 
Only a small beginning has been made 
with studies of this sort. Much more 
needs to be done. 

The overall conclusion concerning 
the good or bad effects of decentral- 
ization in the marketing of farm prod- 
ucts, then, can be put in these terms: 
Bypassing the central markets gener- 
ally reduces marketing costs. The 
most controversial questions concern 
the effects on prices. In general, those 
effects on prices depend upon how 
accurate and timely the market news 
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is, and how broadly it is disseminated 
to creamery managers in the case of 
butter, and to farmers in the case of 
livestock and most of the other farm 
products. In addition, the effects on 
prices depend upon how good the 
grading system is, and how fully com- 
petitive the buying system is. 

A program of action to deal with 
decentralization in. the marketing of 
farm products, therefore, calls for steps 
to bring market grades to the highest 
possible level of detail and accuracy, 
and disseminate market news on a de- 
centralized basis comparable with the 
decentralization of the marketing of the 
physical product. {Geoffrey Shepherd.) 

UNLOADS OF SELECTED FARM PRODUCTS, 1950 
AT THIRTEEN IMPORTANT TERMINAL MARKETS 

COMMODITY UNIT UNLOADS 
PERCENTAGE 

RAIL TRUCK 

Fruits and vegetables Carlots 

1,000 lbs. 

1,000 lbs. 

ggggggnEMN 342,073 
TRUCK                | 314,496 

52.1 

40.9 

14.1 

47.9 

Butter 
■■■■■212,755 

I 307,427 
59.1 

Frozen eggs 
|_7X)21 

_l 42,786 
85.9 

Shell eggs 1,000 cases 
1,003 

] 17,558 
5.4 94.6 

Live poultry 1,000 lbs. 

1,000 lbs. 

2,281 
0.9 

23.7 

99.1 
I 251.228 

Dressed poultry 
■■■■154,888 

1                                                           498,6101 
76.3 

Cheese 1,000 lbs. 

1,000 40-ql. unit 
equivalents 

■■■■185,545 

199.010 
65.2 

21.2 

34.8 

Milk* 
| 13,656 

| 50,767 
78.8 

Cream 1,000 40-ql. unit 
equivalents 

678 
| 1,358 

33.3 66.7 

*0ala from 3.markets only. 



Food Retailers 

The retail foodstore is 
the end of the marketing channel. In it the products of 

farm and factory in a multitude of forms are placed be- 

fore the customers. Methods of retailing have changed 

greatly since 1900—and are still changing. On the whole, 

farmers as well as most segments of the consuming pub- 

lic have benefited. The corporate chainstores, which 

grew rapidly between 1900 and 1929, brought about 

many of the changes. Independent wholesalers and re- 

tailers set up voluntary chains to meet this competition. 

More recently, supermarkets and self-service stores have 
6o 



adapted food retailing to modern suburban living and 

automobile shopping. Food retailers have been adding 

nonfood items to their shelves. Families with larger in- 

comes and homemakers with outside jobs have been 

willing to pay for more attractive stores and more serv- 

ice. The demand for services has been felt by restau- 

rants, too, as more and more people eat out. Consumers 

spend some 3 billion dollars extra a year to have restau- 

rants prepare and serve their meals. 

Where the 
Customer 
Is King 

Retailing is selling to the consumer. 
The retail foodstore is the end of the 
marketing channel. In it the products 
of farm and factory in a multitude of 
forms are placed before the customers. 

The basic task of the food retailer is 
to provide service. He has to estimate 
his customers' wants and acquire and 
price at competitive levels the 3,000 to 
6,000 items that one or more of the 
customers might want. He displays 
the items attractively, often in refrig- 
erators or on suitable fixtures. His 
store must be convenient to his cus- 
tomers. Very likely he has to provide 
parking space, clerk service, self-serv- 
ice, delivery, and credit. He has to 
select, train, and supervise personnel 
to operate the store. Sometimes he 
processes food—grinds meat, prepares 
slaw, and prepackages meat, fresh 
fruit and vegetables, and cheese. Often 
he must advertise. One big job is to 

receive the merchandise into the store, 
prepare it for display, price it, place it 
on the shelves, and finally check it 
out—big because turnover in food- 
stores is fast. Finally, there is the major 
task of providing the capital, keeping 
records of transactions, and paying 
operating expenses. His efficiency in 
those tasks affects the prices the cus- 
tomers must pay for food. 

Sales from grocery, combination, 
and specialty foodstores were 40 billion 
dollars in 1952. The 377,000 grocery 
and combination foodstores (with 
which we are primarily concerned 
here) had 33 billion dollars' worth of 
business. 

Of the total grocery store sales in 
the United States in 1952, supermar- 
kets (sales of more than 375,000 dol- 
lars a year) did 44 percent, superettes 
(75,000 to 375,000 dollars a year) did 
35 percent, and small stores (sales 
under 75,000 dollars a year) 21 per- 
cent. Supermarkets and superettes, 
which were less than one-fourth of the 
total number of foodstores, had 78 
percent of total sales in 1952. 

In a representative group of super- 
markets, 62 percent of the sales were 
of groceries and miscellaneous items, 
26 percent were of meat, and 12 per- 
cent of produce. 
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DEPARTMENTS INCLUDED IN SUPERMARKETS, 1952 
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WHERE  THE   CUSTOMER   IS   KING 

Margins, which include operating 
expenses and the profit and vary by 
departments, are generally higher as 
perishability of the items increases. 
Typical gross margins of supermarkets 
in 1952 were: All departments, 16 
percent; grocery, 14.2 percent; meat, 
17.5 percent; produce, 24 percent. 

Salaries and wages took more than 
one-half of the operating costs. Profits 
ranged from 1 to 2 percent of sales. 

The independently owned and oper- 
ated stores and the corporate chain- 
stores are the two main types of retail 
foodstores. Approximately 355,000 in- 
dependent stores made about 65 per- 
cent of the total foodstore sales in 
1952; 22,000 chainstore outlets made 
the remaining 35 percent. The per- 
centage of the total food sales made by 
chainstores has fluctuated between 30 
and 40 percent since 1930. 

A retail firm that has 1 to 10 units or 
stores is defined as an independent. In 
1952 about 80 percent of the independ- 
ent grocery and combination food- 
stores had annual sales of less than 
75,000 dollars. These stores did only 
33 percent of the business. The inde- 
pendent superettes and supermarkets 
(sales over 75,000 dollars) did 67 per- 
cent of the sales volume done by 
independents. 

Independent operators have joined 
voluntary groups and formed coopera- 
tive chains to help them reduce costs 
and meet corporate competition from 
chains. About 37 percent of the 1952 
estimated food-dollar volume was done 
by voluntary and cooperative group 
stores—a greater volume than that of 
corporate chains in the same period. 
The voluntary group or chain is com- 
posed of a group of independently 
owned retail stores associated with a 
wholesaler for buying, advertising, or 
other activities. The cooperative chain 
is composed of independent retailers 
organized to function cooperatively as 
a wholesaler or to perform the other 
merchandising functions. 

A chainstore system is composed of 
11 or more stores of similar type and 
centrally owned and managed. Among 

foodstores are national chains; regional 
chains, whose distribution is confined 
to one section of the country; and local 
chains, which most often operate in 
only one or two cities. Most of the 
chain outlets are of the superette or 
supermarket size. 

The retail food industry is highly 
competitive. Each of its several types 
of retailers has competitive advantages 
that stem from its position as an inde- 
pendent or chain, small store or super- 
market, and service or self-service 
store. Other competitive advantages 
reside in location, quality of manage- 
ment, and ability to buy favorably. 

The personal nature of his enterprise 
and its flexibility sometimes give an 
independent retailer some advantages 
over the operators of chainstores. The 
independent retailer generally knows 
well his customers and employees in 
and out of his store. He knows what his 
customers want and can adapt his busi- 
ness to particular needs in food, prices, 
and services. 

The trend of self-service in food- 
stores is both cause and effect of other 
trends. While self-service was becom- 
ing the predominant method of selling 
groceries, the size of the stores in- 
creased, wages of employees went up, 
workdays were shortened, the relative 
margins for handling food dropped, 
the amount of advertising increased, 
more items were stocked, and the im- 
portance of attractive displays, labels, 
packages, and promotional material 
grew. 

It was estimated that 91 percent of 
the chain outlets and 73 percent of the 
independent retailers sold groceries 
completely self-service in 1952. The 
self-service sales of meats, dairy prod- 
ucts, fresh fruit and vegetable items, 
and nonfood items have increased 
rapidly. With the help of self-service 
selling, average sales per employee 
have increased from 2,000 to 3,000 
dollars a year in the old cracker-barrel 
days to more than 30,000 dollars a 
year in many modern supermarkets. 
The competitive advantage of selling 
self-service has been well established. 
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But many retailers have found it 
profitable or necessary as a competitive 
measure to offer their customers such 
services as delivery, telephone order, 
credit, check cashing, evening and 
Sunday openings, bundle pickup sta- 
tions, distribution of recipes, cooking 
schools, air conditioning, and music 
for shopping pleasure. Delivery and. 
credit are being discontinued but some 
of the services are being adopted by 
more and more retailers. Evening hours, 
especially, are fast becoming common. 

The modern supermarket can offer 
customers more lines of merchandise 
attractively displayed at generally 
lower prices than the superette or 
corner grocery store. Supermarket 
numbers increased from practically 
none in 1930 to more than 16,500 in 
1952. Most of the growth occurred 
during a period of generally rising 
prices when competition was not overly 
severe. As competition with other 
supermarkets becomes more severe and 
prices stop rising, the rate of expansion 
may slow down. 

The small supermarket or superette 
has many of the advantages of a super- 
market without some of its disadvan- 
tages. The superette often is a con- 
veniently located neighborhood store, 
owner operated, with more flexibility 
than the supermarket. When served by 
a progressive, low-cost wholesaler, the 
superette can often buy and sell at as 
low a price as the supermarket. The 
superette may be able to adjust more 
successfully to falling prices than the 
supermarket, as it has smaller fixed 
costs and less outside labor. 

As a result of the progress made in 
food retailing, some important changes 
are occurring in the retailer's job. His 
function as buyer has lost much of its 
significance because an increasing 
amount of standardization is removing 
differences between qualities and 
prices. An increasing amount of pre- 
selling by manufacturers, processors,, 
and wholesalers requires less personal 
selling but increased display and pro- 
motional selling. For some nonfood 
articles, jobbers select the items, stock 
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the shelves, maintain the displays, and 
do the re-ordering. All the retailer does 
is provide the selling space and check- 
out service. 

The increasing standardization of 
food and the similarity of operation 
and practices are removing some dif- 
ferences between the chain and inde- 
pendent stores. Differences due to size 
are becoming greater than formerly, so 
that the supermarket has less and less 
in common with the small corner 
grocery. In place of traditional advan- 
tages, many retailers have substituted 
other than price incentives for cus- 
tomers to buy from their stores—more 
attractive and comfortable premises, 
more pleasant personnel, and a greater 
variety of items. (/?. W. Hoecker.) 

What 
the Chains 
Did 

The corporate chain was an innova- 
tion in its emphasis on lower operating 
costs in relation to sales in fields of re- 
tailing where higher costs were com- 
mon. How could that be done? 

The chain got customers to trade in 
its stores despite a reduction in the 
number of its free services. Customers 
were asked to carry their own packages 
home, to wait upon themselves, and to 
pay cash. 

The chain emphasized faster turn- 
over of goods. 

It made use of division of labor. 
Specialists could be used for all im- 
portant aspects of the business and 
could be organized into regional 
groups. Thus the Great Atlantic and 
Pacific Tea Company has its execu- 
tives and specialists in its headquar- 
ters and their counterparts in several 
regions. 
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WHAT  THE   CHAINS   DID 

Use was made of integration. The 
chain owned or leased its own motor- 
trucks for delivering goods from its 
warehouses to each unit store. It could 
set up wholly owned subsidiaries to 
buy meats, fruits, and vegetables at 
wholesale. It also could own its own 
factories. 

And the chain could transfer goods, 
methods, and personnel between stores 
at different locations. Of incidental 
importance was the ability to get some 
income from the sale of waste materials, 
salvaged goods, and the like. 

One of the chains' innovations was 
the clean, modern, well planned, well 
arranged store. Exteriors and interiors 
were painted regularly in bright colors. 
Stores were well lighted. The National 
Tea Company in 1920 had an average 
investment per store of 5,000 dollars; 
in 1953 it was more than 100,000 
dollars. 

The chain developed advanced tech- 
niques for selecting and training clerks 
and managers who could operate the 
units according to overall policies and 
with a degree of uniformity. 

Another source of improvement was 
the skillful selection of store locations 
on the basis of careful study, analysis, 
and experimentation. 

Corporate chains have been among 
the pioneers in the use of Government 
grades for labeling their own brands 
of goods and in the sale of unbranded 
goods, such as fresh meats. The chains 
also have experimented in carrying 
wider assortments of goods. Inven- 
tories of unit stores of the National Tea 
Company increased from 1,000 dollars 
in 1920 to 50,000 dollars in 1953. 

The chain and many unit stores in 
one area could make more widespread 
use of semistandardized advertisements 
at lower expense. Only the independ- 
ent retailers who sell shopping or spe- 
ciality goods in the better shopping 
districts normally can afford to use 
much well-developed advertising. But 
the corporate chain by developing 
large total sales volume and volume 
per unit store, and because of wide 
geographical coverage, can afford to 
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use advertising widely and effectively 
even for foods. In fact, the ability to 
use mass advertising media locally, 
regionally, and, in some cases, nation- 
ally is one of the greatest sources of 
strength in sales promotion. These ad- 
vertisements can then be related to 
point-of-sale promotion and display. 

As to market risks, the chains may 
secure a better distribution by diversi- 
fying locations and through the use of 
advanced forms of marketing research. 
They can often reduce their insurance 
burdens as well because they can com- 
bine unlike risks. This is true, for ex- 
ample, of such risks as burglary and 
fire. It is most unlikely that all unit 
stores will be burglarized or burned 
down during any fiscal period. 

Experimentation with new market- 
ing methods is another contribution 
to the improved marketing operations. 
The chain, because it has a large num- 
ber of widely distributed stores, and 
because it has the specialists and finan- 
cial strength, can experiment in pilot 
stores, in so-called representative or 
test areas, or in other ways. 

The ability to enter into processing 
is a significant competitive influence 
regardless of whether it is used to secure 
the benefits of integration or to exert 
pressure on suppliers. 

The chains' influence extended to 
various service industries—transporta- 
tion, storage, finance, and the like. 
Through direct ownership of facilities 
or through the pressure of their accu- 
mulated demand for services, the chains 
upset existing relationships and caused 
new relationships to be formed. If costs 
in public warehouses were prohibitive, 
or if it appeared savings could be 
made, they could build their own fa- 
cilities. If the common carriers' rates 
were high, they sometimes could pro- 
vide alternative facilities. 

The first supermarkets were the crea- 
tions primarily of the independent re- 
tailer. The corporate chain, however, 
adapted this principle to the food field 
and to other lines of retailing. As a 
result, they have strengthened the 
basic   qualities   of   the   supermarket 
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while permitting each chain to secure 
larger dollar volumes of business with 
far fewer stores. 

The chains and other retailing units 
have been among the leaders in exper- 
imenting in the sale of lines of mer- 
chandise not usually associated with a 
given line of business. Drugs, socks, 
dresses, hardware items, and shirts are 
among the items stocked in foodstores. 
Others may carry magazines and 
books. In Logan's supermarkets in 
Nashville are branches of the public 
library. The widened lines add vol- 
ume, attract more customers, and in- 
crease the average sale per customer. 

The retail food industry is one of the 
most competitive in our country. Gro- 
cers realize about one cent profit on 
each dollar's sales. The food retailer's 
gross margin will average around 17 
percent as compared to about 34 per- 
cent for department stores. The pri- 
mary reason for this difference is the 
self-service feature of the supermarket. 
High volume and high turnover at a 
low profit is the principle upon which 
the supermarket industry has been built. 

After the Second World War, when 
foodstuffs began again to become 
plentiful and competition began anew 
the squeeze on profits, food retailers 
began to look around for high-profit, 
high-turnover, nonfood items to add 
to their merchandise lines. It became 
apparent that drug, department, hard- 
ware, and variety stores were selling 
many nonfood items on a service basis 
that could be offered on a self-service 
basis advantageously to the heavy 
traffic of the supermarket. Gradually 
the grocer began adding to his shelves 
such items as cigarettes, candy, beauty 
and health aids, houseware items, sta- 
tionery, magazines, clothing, and ap- 
pliances. Thus began the second phase 
of the revolution in food retailing. 

Almost one-half of all cigarettes sold 
are handled by retail foodstores. Beauty 
and health aids are carried by practi- 
cally all supermarkets and their vol- 
ume represents almost a half-billion 
dollars in sales annually. More denti- 
frices are sold in foodstores than in 
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drugstores. The sale of kitchen utensils 
and other hardware items, plus nylon 
hose, men's socks, and other items 
of clothing fast became part of the 
supermarket operation. 

The sale of nonfood items represents 
between i o and 15 percent of the total 
sales of the supermarket. Of course, 
some operators have gone into certain 
nonfood lines more extensively than 
others. For example, J. Weingarten & 
Co., of Houston, Texas, has a com- 
plete ready-to-wear soft lines depart- 
ment in several stores. His nonfood 
lines represent about one-third of this 
total volume. 

The expansion of the grocery store 
into nonfood lines has had a terrific 
impact on the retailers whose lines 
have been invaded. They have realized 
that the supermarkets' basic competi- 
tive advantage lies in the fact that food 
automatically produces more traffic 
than nonfood items. Several drug 
chains and department stores are in- 
stalling food departments of their own. 
In addition, an increasingly large 
number of retailers who have been 
hurt by the supermarket on nonfood 
lines are fighting back with the same 
self-service techniques that hurt them. 

Such a move to ^scrambled market- 
ing" tends to accentuate the intensity 
of competition between types of stores 
normally not competitive. It creates a 
basis for new types of wholesale mid- 
dlemen, such as "rack jobbers." And, 
once again, it is forcing the older types 
of retailing to analyze their operations 
in order to squeeze out costly, ineffi- 
cient methods of operating. Undoubt- 
edly, as did the independent retailer in 
years gone by, these older types will 
develop new aspects in order to com- 
pete more effectively. 

As the size of store and as the average 
sale per customer have increased, the 
corporate chain has had to experiment 
continually with new physical arrange- 
ments. Shelving had to be adapted to 
self-service. Store directories were in- 
troduced to facilitate locating needed 
items. Goods-carrying carts appeared. 
Facilities needed for preserving frozen 



THE   CHAINS   AS   A   LESSON   IN   MARKETING 

and packaged foods were designed. 
Check-out stands were improved. 

Chains, such as the Lucky Stores in 
California, have developed methods 
by means of which groceries can be 
placed on shelves in units sufficient to 
take care of several days' sales. This 
permits the use of semimechanical 
devices for moving goods. It means 
also that most of the stocking of shelves 
can be done during hours when there 
is little or no customer traffic. 

Finally, the chains have been among 
the leaders in experimenting with new 
color schemes so far as interior deco- 
rating is concerned. Safeway has built 
a number of windowless stores in order 
to get more shelf space within the same 
area. (E. T. Greiher, David A, Revzan.) 

The Chains As 
a Lesson in 
Marketing 

The Great Atlantic and Pacific Tea 
Company, the largest chain in the 
United States in 1954, started opera- 
tions in 1859. The Jones Brothers Tea 
Company of Brooklyn, which became 
the Grand Union Company, was or- 
ganized in 1872. F. W. Woolworth 
started, in 1879. 

They are mere newcomers, however, 
in the field of chainstores. A number of 
stores under one ownership was re- 
ported in China as early as 200 B. G. 
The Mitsui chain started in Japan in 
1643. The Hudson Bay Company op- 
erated a number of stores on the North 
American continent as early as 1670. 
Andrew Jackson owned several retail 
stores in Tennessee. The Worthington 
Manufacturing Company of Ohio had 
nine stores by 1818. 

The difficulties of management pre- 
vented any large growth before 1900. 
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John Wanamaker at one time had 
stores in several cities, but it took so 
much of his time to supervise them that 
he sold all except the ones in Phila- 
delphia and New York. Often a suc- 
cessful merchant would start addi- 
tional stores in other cities, only to 
find that his managers were taking his 
profits. 

The development of management 
principles and accounting practices 
was a factor in the large growth of 
chainstores after 1910. Better account- 
ing techniques meant that goods could 
be charged to the stores at retail selling 
prices and the managers had to ac- 
count for all merchandise received. 

The chainstore illustrates the view- 
point that new marketing institutions 
start and grow on the basis of low 
prices. They try to find a way to enter 
a market profitably and use low prices, 
made possible by laborsaving methods, 
as one of the devices of entry. The new 
firm usually obtains a foothold and 
gradually comes to find a place in the 
market and is accepted. 

The grocery chains in particular 
were able to undersell many of the 
independents because of the lower 
cost of goods, better management, 
limited stocks which were turned rap- 
idly, more attractive stores, and lim- 
ited services, especially the cash-carry 
method, which came in after 1910. 
Once the chains established a suffi- 
cient sales volume, they bought their 
goods directly from the manufacturers 
and performed their own wholesale 
functions. 

George Francis Gilman, founder of 
the Great Atlantic and Pacific Tea 
Company, saw that there was a big 
difference between the price of tea at 
ship's side and the price of tea to the 
consumer. He saw a chance for profit 
while selling at lower prices than other 
retailers. In an early advertisement 
Gilman claimed the elimination of sev- 
eral middlemen, including the specu- 
lator, the wholesale tea dealer, and the 
wholesale grocer. 

Between 1880 and 1910, staple goods 
commonly passed through three mid- 
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chainstores after 1910. Better account- 
ing techniques meant that goods could 
be charged to the stores at retail selling 
prices and the managers had to ac- 
count for all merchandise received. 

The chainstore illustrates the view- 
point that new marketing institutions 
start and grow on the basis of low 
prices. They try to find a way to enter 
a market profitably and use low prices, 
made possible by laborsaving methods, 
as one of the devices of entry. The new 
firm usually obtains a foothold and 
gradually comes to find a place in the 
market and is accepted. 

The grocery chains in particular 
were able to undersell many of the 
independents because of the lower 
cost of goods, better management, 
limited stocks which were turned rap- 
idly, more attractive stores, and lim- 
ited services, especially the cash-carry 
method, which came in after 1910. 
Once the chains established a suffi- 
cient sales volume, they bought their 
goods directly from the manufacturers 
and performed their own wholesale 
functions. 

George Francis Gilman, founder of 
the Great Atlantic and Pacific Tea 
Company, saw that there was a big 
difference between the price of tea at 
ship's side and the price of tea to the 
consumer. He saw a chance for profit 
while selling at lower prices than other 
retailers. In an early advertisement 
Gilman claimed the elimination of sev- 
eral middlemen, including the specu- 
lator, the wholesale tea dealer, and the 
wholesale grocer. 

Between 1880 and 1910, staple goods 
commonly passed through three mid- 
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dlemen: A sales agent, broken or 
wholesaler; a smaller wholesaler or a 
jobber; and a retailer. That was the 
heyday of drummers—traveling sales- 
men. They went everywhere and called 
often on all retailers, no matter how 
small or remote. They traveled by 
train, stage, hack, buggy, and horse. 
To them no road was impassable. 

An established chain could buy from 
a manufacturer, operate its own whole- 
sale warehouse, and supply the goods 
to its own retail stores. It needed 
no salesmen between wholesaler and 
retailer. It saved the time that retail- 
ers spent with the salesmen. The man- 
ager of a chainstore mailed his order 
to the warehouse. 

As the chains grew, there also was a 
saving in selling between manufactur- 
ers and chain warehouses. Manufac- 
turers needed fewer salesmen. A buyer 
for a large chain could buy for all the 
chain warehouses and might negotiate 
one contract covering requirements 
for several months. The manufacturers 
made savings also in fewer shipments, 
less credit risk, less expense in making 
collections, and more certainty of out- 
let for products they produced. 

So, between igoo and 1929, hun- 
dreds of new chains came into exist- 
ence. In the 1920's the food chains 
claimed that they undersold the inde- 
pendent grocers by as much as 15 
percent. By the 1930's, however, the 
difference had been reduced to 6 to 
9 percent. 

Ghainstores by 1929 accounted for 
10.8 percent of the total number of 
retail stores in the country and 22.2 
percent of the total dollar volume of 
retail sales. 

No wonder that the burgeoning of 
the chains became a topic of public 
discussion. At dinner tables and public 
forums, people were arguing about 
chainstores: Will the neighborhood 
merchant soon be a thing of the past? 
Do chainstores depress farm prices? 
How far will the trend go? What are 
the secrets of successful chainstore op- 
eration? Does the system result from 
unethical and unlawful practices? Are 
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chainstores desirable from a social 
point of view? Is there danger that the 
chains will become a monopoly in the 
distribution of goods? 

And, as often happens, the topic of 
public interest became a political topic. 

A suggestion was made before the 
National Association of Retail Grocers 
at Los Angeles in 1922 that a law 
should be passed limiting the number 
of chainstores to be permitted in any 
community. The independent grocers 
of Missouri took the suggestion seri- 
ously and brought about the introduc- 
tion in their legislature of the first tax 
bill aimed at the chains. The proposal 
was not enacted—Missouri is one of 
20 States that have never passed any 
type of legislation against chains. 

The legislatures of Georgia, Mary- 
land, and North Garolina in 1927 
passed the first chainstore tax laws. 
Between 1927 and 1941 more than 
1,100 bills were introduced in State 
legislatures over the country. Sixty 
bills were enacted in 28 States. The 
cries of independents were strength- 
ened by the need of legislatures for 
new sources of revenue during the de- 
pression years of the igßo's. The bills 
were contested bitterly by the chains. 

In 1931 the United States Supreme 
Court handed down a decision that 
chainstores could lawfully be taxed in 
a different manner from independent 
stores and that the tax could be gradu- 
ated according to the number of stores 
operated. 

Books, pamphlets, Government doc- 
uments, magazine and newspaper arti- 
cles, radio addresses, and public speak- 
ers devoted a great amount of attention 
to the pros and cons of this subject. 

"Trade-at-home" campaigns, <£the 
future of our .children" arguments, 
"keep Littletown's money in Little- 
town" slogans, and "absentee-owner- 
ship" themes were part of a widespread 
campaign by independent retailers 
and publicity experts. A Senate reso- 
lution of May 5, 1928, called for an 
inquiry into chainstore operations by 
the Federal Trade Commission. The 
assignment  took   the   Commission  6 
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years to complete. Its final report was 
made to the Senate in 1934. It dis- 
closed several competitive advantages 
gained by the chains through the re- 
ceipt of brokerage payments, adver- 
tising and promotional allowances, 
and discriminatory prices from manu- 
facturers. In an attempt to correct 
these "inequalities," the Robinson- 
Patman Act became law on June ig, 
1936. The purpose of the act was to 
prevent discriminations in price and 
other practices that affect adversely 
free competitive enterprise. 

Another major attempt to tax the 
chains out of existence came in Febru- 
ary 1938, when a bill was introduced 
into the House of Representatives. It 
was aimed primarily at the chains that 
operated stores in a number of States. 
Under its provisions, the annual tax 
which could be imposed started at 50 
dollars a store on the tenth to the fif- 
teenth store and then increased to 
1,000 dollars on each store in excess of 
500. After the tax was computed on 
this basis, the resulting amount was 
then to be multiplied by the number 
of States in which the chain operated 
to get the total tax due the Federal 
Government. A & P would have had 
a tax of 471,620,000 dollars to pay on 
its 1938 earnings of 9,119,114 dollars. 

Three national farm organizations— 
the American Farm Bureau Federa- 
tion, the National Grange, and the 
National Council of Farmer Coopera- 
tives—came out against the bill. That 
they should take such a stand is 
important because so many farmers 
believed that chainstores were harm- 
ful to them. The argument that the 
chains' low prices depressed the mar- 
ket and in turn left less for the pro- 
ducer carried a great deal of weight 
in the reasoning of many persons in 
the farming areas. 

A main factor leading to a modifica- 
tion of such thinking was the success 
of the National Association of Food 
Chains in moving the 1936 California 
peach crop. A large carryover from 
1935 and a bumper crop in 1936 put 
before the California growers the pros- 
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pect of a selling price less than produc- 
tion costs. The 34,000 chainstores put 
on a suceessful nationwide campaign 
to move the surplus and so made 
friends in a time of need. Similar pro- 
motions for beef, dried fruits, turkeys, 
grapefruit, lamb, canned pears, cotton 
goods, and dairy products won many 
more supporters in farming areas. 

Thus farmers were among the lead- 
ers in preventing passage of the bill, 
which would have abolished chains 
simply because they were chains and 
not because of any specific objection- 
able feature. 

During those years of fighting against 
tax proposals and an adverse public 
opinion, the chains also were slowly 
increasing their share of total retail 
sales. In 1939 they had about 24 per- 
cent of the retail volume of business, 
although in the total number of stores 
they dropped from 10.8 percent in 
1929 to 7.5 percent in 1939. 

Why? Grocery stores and filling sta- 
tions were mostly responsible for the 
decline in the number of chainstores. 
In the impoverished 1930's came the 
supermarkets, the first ones operated 
by independent retailers. An increase 
in the use of automobiles meant that 
cash-carry stores could be located 
farther from consumers. Consequently 
thousands of small neighborhood stores 
closed and much larger units opened. 

Among the factors that spelled suc- 
cess for the supermarkets, the self- 
service method ranks high. Clarence 
Saunders had used it as early as 1916 
in his Piggly Wiggly store in Memphis, 
and cafeterias had used it even earlier. 

In time a new institution tends to 
lose its price advantage because of its 
own greater expenses and cuts in 
prices by established sellers. In their 
competitive struggle, the chainstores 
have lost much of their price advan- 
tage and have increased their stocks, 
acquired expensive buildings and fix- 
tures, and added parking facilities. 
Although comparative figures are 
lacking, many independents were be- 
lieved in 1954 to be fully competitive 
on prices. 
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Established independent retail men 
began years ago to seek the advantages 
that arose from a cooperation with 
fellow merchants. They had to get 
their goods on equally advantageous 
terms if they were to compete fully 
with the chains. There arose new types 
of organizations to that end. 

Among them are wholesalers who 
reduce their expenses by drop-ship- 
ping, giving franchises to retailers, 
handling merchandise on a cost-plus 
basis, or getting retailers to concen- 
trate their purchases with them. Most 
of them have a large number of retailer 
customers who operate as voluntary 
members. Some wholesalers join to- 
gether for cooperative buying. Another 
group comprises retailers who buy 
cooperatively through buying clubs, 
retailer-owned wholesale houses, and 
cooperative buying offices. 

The cooperative and voluntary or- 
ganizations have had their largest 
growth among grocers. Many others 
sell hardware, drugs, variety goods, 
dry goods, and automobile accessories. 
The retailer-owned cooperatives and 
the voluntary groups were prompt in 
matching the chainstore advertising 
that their stores offer "more for your 
food dollar." They likewise have 
made extensive use of specials and loss- 
leaders and have given assistance to 
their retail members in devising and 
adopting pricing policies that permit 
long margins on some items and 
extremely low markups on other 
merchandise. They have made their 
stores attractive, have carried better 
assortments of merchandise, and have 
adopted cash-carry and self-service 
methods. 

Today the chains have become a 
commonly accepted feature of our dis- 
tribution system. The clamor of the 
1920's and the 1930's appears to have 
died away. Census data in 1948 showed 
that the chains were doing a smaller 
share (22.8 percent) of the total retail 
business than they did in 1939. Only 
6 percent of the total number of retail 
stores are part of chain organizations. 
Measures against the chains have been 
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introduced into many State legislatures 
since 1940, but few have passed. 

Through competition furnished by 
chains, independent merchants have 
been forced to adopt new techniques. 
The farmers, the other segments of the 
consuming public, and the independ- 
ent merchants themselves have bene- 
fited. Through legislative enactments 
and public pressure, many of the 
chains have come to realize that they 
have an obligation to the communities 
in which they are located and have 
modified their policies to support vari- 
ous community activities and enter- 
prises. In all, the consumer has reaped 
the benefits from the introduction of 
this system, which has been instru- 
mental in bringing him better mer- 
chandise at lower prices. {Paul D. 
Converse, Robert H. Cole.) 

The Role 
of the 
Wholesaler 

The food wholesaler is the middle 
link in the food distribution chain. He 
assembles in relatively large quantities 
a vast variety of food produced and 
processed in all parts of the world and 
resells the food in relatively small 
quantities to retailers and institutions. 

The wholesaler serves basically his 
retail, hotel, restaurant, and institu- 
tional customers. His major functions 
are assembling, warehousing, order 
taking and delivery, and furnishing his 
customers with such services as mer- 
chandising aids, credit, and help in 
store engineering. 

Most wholesalers furnish a limited 
amount of warehousing, because one 
of the wholesaler's primary functions 
is to break up the large shipments of an 
item into smaller orders for delivery to 
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customers. Because large volumes of 
merchandise are moved through the 
warehouse, it should be convenient to 
rail and truck traffic and constructed 
and organized so that handling costs 
can be kept low. 

Except for the cash-and-carry opera- 
tion and for some perishables, the 
wholesalers' customers do not buy 
directly at the warehouse. The whole- 
salers must provide for some means of 
taking and delivering orders. The high 
degree of standardization and quality 
control throughout the food industry 
makes it possible for the wholesaler to 
take orders over the telephone, through 
salesmen, or with printed order forms. 
After orders are received, the various 
items are assembled by the wholesaler, 
loaded on trucks, and delivered. 

A problem of the wholesaler is to 
maintain the rapid flow of merchan- 
dise through his warehouse to his 
retail and institutional accounts. He 
attempts to do so by furnishing a wide 
selection of merchandise, competi- 
tively priced. He often furnishes advice 
to help the retailer sell more goods. 

Food wholesalers are of two general 
groups. According to the 1948 Census 
of Business, there were 17,367 estab- 
lishments, which handled more than 
11 billion dollars' worth of groceries, 
confectionery, meat, and other food 
specialties a year. In the same year- 
there were 13,560 establishments whole- 
saling more than 7.5 billion dollars' 
worth annually of perishable consumer 
goods, such as dairy and poultry 
products and fresh fruits and vege- 
tables. Of the grocery wholesalers, 
there were 4,265 general and 13,102 
specialty wholesalers. Of the whole- 
salers that handled perishables, about 
half specialized in handling dairy and 
poultry products and the others spe- 
cialized in handling fresh fruits and 
vegetables. In the years from 1929 to 
1948 the numbers of these establish- 
ments increased more than 50 percent; 
the largest increase occurred among 
dairy and poultry wholesalers. 

Wholesalers in each of the groups 
differ in the amount of specialization, 

the kind of arrangements they have 
with their retail or institutional cus- 
tomers, and in number and kind of 
services. Some include such services 
as buying and assembling goods, main- 
taining salesmen and merchandising 
specialists, mailing or supplying price 
lists and catalogs to customers, supply- 
ing credit, warehousing, and delivery 
service. But other wholesalers furnish 
practically none of those services. 

Wholesalers may have various types 
of organizations. In 1948, there were 
2,963 wholesalers who did not 
sponsor voluntary groups of retailers, 
but operated on a full-service basis, 
with salesmen, delivery, and such, or 
on a limited-service basis. More than 
600 wholesalers served retailers who 
had voluntarily affiliated themselves 
with the wholesaler; in return for 
special services or prices, the retailers 
belonging to those voluntary groups 
purchase most of their supplies from 
the sponsoring wholesaler. There were 
211 retailer cooperative chains. There 
were 405 cash-and-carry wholesale de- 
pots, usually operated in conjunction 
with other wholesale establishments. 
The depots usually cater to the small 
retailer and furnish a minimum of 
service. There were 51 wholesalers who 
specialized in the sale of foods and 
related products to hotels, restaurants, 
public institutions, steamship lines, 
and other institutions. The chainstore 
organizations also did wholesale busi- 
ness for their retail outlets. 

Two large groups primarily service 
wholesalers: Food manufacturers and 
food brokers or agents. In 1948 there 
were 4,276 sales branches and offices 
maintained by food manufacturers, 
who sold nearly 9 billion dollars' worth 
of processed food. More than 4,000 
brokers and agents negotiated for 
their principals more than 7 billion 
dollars' worth of food sales. 

A food broker is a resident sales 
agent who sells food and grocery 
products to wholesale buyers within a 
well defined area on behalf of his 
established principals—the manufac- 
turers,   processors,   packers,   refiners, 
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and other producers. A food broker 
does not take title to the merchandise. 
Primarily he obtains orders for the 
seller, and the seller ships, invoices, 
and collects for the product directly 
from the buyer. The food broker 
usually charges the seller a fee of i to 
5 percent of sales for his services. 

Most common in the grocery indus- 
try is the general wholesale grocer, 
who does not sponsor a retail group of 
stores and sells annually i to 2 million 
dollars' worth of merchandise. They 
do business with 300 to 400 retailers, 
who have annual sales of 50,000 to 
75,000 dollars each. The wholesaler 
commonly requires a gross margin of 
8 to 11 percent; his retail customers 
require gross margins of 20 to 25 
percent. Usually the grocery whole- 
saler is only one of a number of other 
grocery, meat, produce, frozen food, 
and specialty wholesalers who supply 
the retailer's needs. 

An increasing number of general 
wholesalers (about 200 in 1930 and 
more than 600 in 1948) are building 
their annual sales volume to 1 o million 
dollars or more by sponsoring volun- 
tary chains of a relatively small num- 
ber of retailers who have annual sales 
of at least 100,000 dollars each. They 
furnish the retailers many of the mer- 
chandising and supervisory services 
that chain organizations give their out- 
lets. Through the modernization of 
their facilities and handling and selling 
practices, these wholesalers are re- 
ducing their operating costs to less 
than 7 percent. They are broadening 
the lines they carry so that a few are 
able to fill practically all the needs of 
their retail customers. Instead of 15 
or more wholesalers of all kinds calling 
on a single retailer, only 2 or 3 now 
call on him, and substantial savings in 
retailers' time and costs result. 

Food wholesaling is becoming closely 
integrated with food retailing. The 
corporate chains led the way in this 
field and are being followed by the 
independents through their service 
programs. The trend toward larger 
retail   outlets   is   being  followed   by 
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larger wholesale outlets and the ex- 
pansion of the retail foodstore into 
nonfood items has caused the same 
kind of expansion by their wholesale 
suppliers. (R. W. Hoecker.) 

When 
Meals Are 
Eaten Out 

More and more of the Nation's food 
supply is reaching the ultimate con- 
sumer in the form of meals iCeaten out" 
rather than as food bought at the 
grocery store or produced at home. 

The upward trend is slow—14 per- 
cent in 1939 and 16 percent in 1948. 
Much of the increase is probably due 
to higher incomes. Greater urbani- 
zation and employment in large indus- 
trial and business establishments also 
have contributed to it. 

What does this trend mean to farm- 
ers, food processors and distributors, 
and consumers? 

The figure, 16 percent, indicates how 
big a share of the total demand for 
farm products comes from our eating 
places. It is the ratio of the value of 
food eaten out (in terms of retail store 
prices) to the total retail value of all 
food consumed in 1948. In terms of 
actual dollars, about 10.5 billions of 
dollars were spent for meals and re- 
lated food items in 1948, about one- 
fourth of the market value of all food 
sold to consumers by farmers, whole- 
salers, retailers, and eating places that 
year. 

To eat out, Americans spend about 
3 billion dollars extra a year. Would 
they spend that sum to buy more food? 
No. Actually they might buy less food 
in terms of total farm value if there 
were no restaurants. Many people eat 
more when they eat a good restaurant 
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meal and they often eat more expen- 
sive types of food than they ordinarily 
do at home. Not to be overlooked are 
between-meal snacks, which are read- 
ily available at moderate prices in 
restaurants and drugstores. The extra 
amounts of everyday foods and the 
emphasis on more costly foods mean 
greater demand for farm food prod- 
ucts, particularly livestock products, 
and for better quality of most foods. 

On the other hand, a substantial 
proportion of the meals eaten out 
probably represents only a shift in 
place from the family table to the 
restaurant, as school children and 
workers eat in the school and factory 
cafeterias, or lunchrooms, or at drug- 
store fountains, instead of going home 
for the midday meal. Such a shift 
probably has little effect on the total 
demand for farmers' food output. 

From facts gathered from a pilot 
survey of selected eating places in 
Minneapolis by the University of Min- 
nesota in cooperation with the United 
States Department of Agriculture some 
conclusions can be drawn about the 
kinds of food eaten away from home. 

The rates of consumption of meat, 
poultry, and fish probably average 
higher when people eat out, and thus 
contribute to the relatively strong 
demand for these products since 1940. 

The heavy use of fats and oils in 
deep-fat frying in restaurants seems to 
be a significant factor in the demand 
for cooking fats and oils, and therefore 
in the demand for lard, soybeans, and 
cottonseed* 

The popularity of soft drinks, con- 
fectionery, ice cream, sweet baked 
goods, and coffee for between-meal 
snacks probably increases the demand 
for sugar, milk, flour, and coffee. A 
little extra money in pockets of school 
children and workers and rest periods 
during working hours permit people 
to buy a soft drink or sundae or cup of 
coffee and piece of pie much more 
often. Snacks away from home may 
sometimes reduce food consumption 
at home at meal time, but they proba- 
bly are often just extra. Accordingly, 
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we believe that greater eating away 
from home increases the demand for 
farm food products because of extra 
amounts of foods purchased and be- 
cause of some shifts to higher priced 
foods. 

There are perhaps 600,000 eating 
places, of which one-third are street 
restaurants. The others are commercial 
in-plant feeding establishments, hotel 
dining rooms, drugstore fountains, 
dining cars, hospitals, school lunch- 
rooms, department and variety store 
restaurants,boardinghouses, and clubs. 

The size of the industry makes its 
demand for food important to food 
processors and marketing agencies. 
Eating places often require and pay 
for special services from their suppliers. 
Such services depend on how big the 
eating places are and how much food 
preparation is done in their kitchens. 
Part of the extra cost for marketing 
services may be offset by less work and 
cost of meal preparation in the restau- 
rants. On the other hand, some of the 
costs arising from small-scale opera- 
tions may be reflected in slightly higher 
meal prices for a given quality of meal. 

The Minnesota pilot study indicated 
that only a small proportion of meat 
supplies for eating places in Minne- 
apolis is bought directly from pack- 
ers or their branch houses. Most of 
the eating places seem to prefer to 
buy specially cut and prepared roasts, 
chops, and steaks. They prefer fre- 
quent and prompt delivery service, so 
they buy from restaurant and hotel 
meat purveyors who specialize in such 
services or from large meat markets 
doing partly wholesale and partly 
retail business. They pay prices 3 to 6 
percent above those charged by pack- 
ers' outlets. The small short-order es- 
tablishments often buy at retail stores, 
but two-thirds of the places studied 
reported paying less than retail prices. 

Although the preparation of poultry 
for cooking requires much work, only 
15 percent of the firms covered in the 
Minneapolis survey in 1950 reported 
buying poultry cut up, 23 percent 
dressed but not drawn, and 62 percent 
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dressed and drawn. Indications are 
that the purchases of cut-up poultry 
have been increasing rapidly in the 
past 2 or 3 years as more supplying 
firms are prepared to cut up the poul- 
try in accordance with specifications 
or desires of eating places. 

In view of rising wage rates for 
restaurant help and improvements in 
factory processing of so many foods, 
eating places have come to rely more 
and more on canned, frozen, or other 
types of preprocessed foods. The major 
exception to this trend appears to be 
freshly baked cakes and pies. About 
two-thirds of the Minneapolis restau- 
rateurs surveyed believed that buying 
processed foods reduced total costs. 

In several metropolitan areas, com- 
mercial processors are now delivering 
peeled and cut-up potatoes and apples 
to eating places. This represents an- 
other forward step in transferring food- 
processing labor from the institutional 
kitchen to the food factory. 

Bulk milk dispensers, refrigerated 
and highly sanitary, have come into 
use in most States since 1949. Their 
use reduces both food and labor costs 
and substantially increases sales vol- 
ume of fluid milk as a beverage. At 
the same time a marked increase in 
the use of spray-dried nonfat milk sol- 
ids for kitchen work has taken place. 

Standardized bakery product and 
dessert mixes are used more and more. 

Besides food, eating places pay for 
labor, equipment, furnishings, utilities, 
repairs, and for the use of capital. 
How much they cost is indicated in 
data from 240 eating places in 1940. 
Food costs of individual establishments 
were related to their sales and ranked 
in order. The middle or median ratio 
was 47 percent; other costs and profit 
made up 53 percent. Costs other than 
food took 56 cents of the restaurant 
meal dollar in Minneapolis in 1949, 
but only 45 cents of each dollar spent 
for meals in Fairmont, Minn., a much 
smaller town, on the basis of case 
studies made there under the Minne- 
sota survey. {Marguerite C. Burk> 
Paul P. Logan.) 

YEARBOOK   OF  AGRICULTURE   1954 

I 
ê 

I 

! 

3 

I 
I 
î 

I 
8 

< 
OH 

I 

^ 

CO 

m 
^ s 

%)^ 

cq-ö 

iïî îf 
S» 

^ 

I # 
shr ■s m 

^fei 

¡r 
i« «i 

iS" 

T3- 

é ti 
^1 11 

î 
î 
I 



Private eating places: 
Meals sold by clubs, institutions, schools                  .2 .2]                                            Í            .8                .8                .5                 1.1 
Food furnished employees by clubs, institutions, [               . 2               1. 1   < 

schools  (*)      J I  -2 .3 -G 
Meals sold by boarding houses                   .3 .3                 ..2                1.1                  .6                 .6                 .4                   .0 

Total private eating places  .5 .5 .4 2.2 1.4 1.6     1.2 2.^ 

Institutions and transportation agencies: 
Meals supplied to civilian patients 
Food furnished civilian employees. 
Meals supplied to civilian patients or patrons. .2 . 2| Q 1. 1   I ^° ^ 0| 1. 1 2.2 

Total    institutions    and    transportation 
agencies '  .2 .3 .2 1. 1 i-o 1.3 ^ 2.2 

Total on-premise consumption. . . 3.4 3.8 2.5 13.9 10.5 11.5 7-8 15- 9 

Off-premise consumption—sales: 
By retail stores '  10. 7 10. 7 10. 7 59. 5 32. o 32. o 32. o 65. 3 
By commissaries, service trades, other establishments 

not elsewhere classified  .2 .2 .2 1.1 .8 .8 .8 1.6 
Directly to consumers by farmers, hucksters, manu- 

facturers, wholesalers  1.2 1.2 2. o 11. 1 2. 3 2. 3 4. o 8^2 

Gross sales  12. 1 12. 1 12.9 71.7 35.1 35-1 36-8     .        75-1 

Less retailers' sales to eating places5  .3 .3 .3 1'7 -9 -9 ï-0 2'0 

Net sales to consumers  11.8 11. 8 12. 6 70. o 34. 2 34. 2 35. 8 73. 1 

Food consumed on farms where produced  1. 1 6 2. 9 16. 1       2. 8 6 5. 4 11- o 

Total  15.2 16.7 18.0 100. o 44.7 48.5 49.0 100. o 

1 For information on sources of data and methodology see "Distribution of the Food Supply of the United States" in Agricultural Economics Research, 
Vol. IV, No. 3, July 1952, and chapters 2 and 9 of Eating Places as Marketers oj Food Products, Marketing Research Report No. 3, BAE, 1952. 

2 Food cost estimated at 47 percent of sales based on National Restaurant Association survey; markups of 20 percent used to retail. 
3 Food cost estimated at 50 percent of sales; markup of 19 percent used for cost to retail sales value. 
4 Included with public eating places.   Probably less than % 100 million. 
5 Rough approximations only. 
6 Estimated farm values of farm food products sold in 1939 and 1948 were 38 and 52 percent of estimated retail value, respectively. 



Trade Abroad 

k^cUGS of the American farm 

products in the world market since 1952 have been 

going down. Agricultural exports also have declined in 

relation to our total exports. In 1953 they made up 18 

percent of the total. Desirable as the products of Ameri- 

can farms and factories may be, most foreign customers 

have only a limited supply of dollars with which to buy 

them. Other barriers are likewise important in the re- 

striction of United States foreign trade.The governments 

of many importing countries are committed to a policy 

of protecting their own farmers and those of their colo- 
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nies or territories. They therefore use tariffs, the quota 

system, foreign-exchange controls, import licenses, and 

sometimes quarantine regulations to control the flow of 

imported agricultural products. Two-way trade seems to 

offer a sound and workable solution to the situation. 

American farmers need large foreign outlets for cotton, 

wheat, tobacco, and other products. To maintain and ex- 

pand those outlets is one of the big challenges facing 

American agriculture. 

Selling in 
Foreign 
Markets 

United States farmers sold about 3 
billion dollars' worth of agricultural 
products in the export market in 1952- 
1953, a year in which total cash farm 
receipts were 32 billion dollars. Over 
a period of years, American farmers 
have exported the equivalent of the 
production of one farm out of every 
ten. To put it differently, the annual 
share in that market, if it could be 
equally divided, would be just about 
900 dollars for each one of our 3.7 
million commercial farms. 

Important as it may be, the Ameri- 
can farmer's share in the world market 
has steadily declined since the early 
part of the twentieth century, just as 
has the volume of agricultural exports 
in relation to the total United States 
exports in the past 75 years. From 
about 1865 to 1880, agricultural prod- 
ucts made up four-fifths of our total 
exports. Then, as population increased 

and the industrial production became 
relatively more important, the pro- 
portion of agricultural to total exports 
dropped steadily. It had fallen to about 
one-half in 1910, and thereafter de- 
clined so rapidly that by 1940-1941 
agricultural exports made up only 
about 9 percent of total United States 
exports. The proportion has been 
much higher since the Second World 
War, partly because of lend-lease and 
foreign aid programs, and has averaged 
close to 30 percent. Agricultural ex- 
ports in 1953, however, made up 
about 18 percent of total United 
States exports. 

Cotton, grains, and tobacco, except 
for a brief period between the two 
wars, have usually accounted for two- 
thirds of our total agricultural exports. 
Fresh and dried fruit exports were 
impressive from the early 1920's to 
the end of the 1930's. They accounted 
for an average of 13 percent of the 
total of United States agricultural 
exports between 1934 and 1939. The 
percentage has been much lower since 
then. Both wars gave a tremendous 
impetus to exports of livestock prod- 
ucts. Their volume has been reduced 
by import restrictions and payment 
difficulties since the Second World 
War. 
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Cotton alone accounted for one-half 
or more of our total agricultural ex- 
ports before 1940. More recently it 
has made up about 30 percent of the 
total on a value basis and has been 
second only to grain. The importance 
of the export market to the cotton 
farmer is illustrated by the fact that 
during the 5 years before 1914 cotton 
producers sent to the export market 
more than two-thirds (8.8 million 
bales) of the crop. By the late 1930's 
it had dropped to 42 percent (5.3 
million bales) of the crop. Since 1945 
about one-third of the United States 
cotton crop has been exported as raw 
cotton and another 5 to 10 percent in 
the form of textiles. 

Grain exports have almost always 
ranked first or second among United 
States agricultural exports despite 
droughts, depressions, wars, and ef- 
forts of other countries to develop 
their own sources of supply. Since the 
Second World War, one-third of our 
wheat has been exported. Rice exports, 
which bbgan in a small way during the 
First World War, totaled more than 
one-half of the crop in 1951 and 1952. 

Tobacco has ranked below cotton 
and grains in both tonnage and value 
of exports, but it has been a stable 
seller on the world market. 

The most important export outlet 
for our farm products continues to be 
western Europe. In the postwar period 
the volume of its imports has declined, 
but nevertheless Europe still takes 
about 50 percent of the total United 
States agricultural exports compared 
with 60 percent between the wars and 
80 percent before the first war. Our 
leading European customers are the 
British Isles, Western Germany, Italy, 
France, the Netherlands, and Belgium. 

Western Europe is only 70 percent 
self-sufficient in food (caloric value) 
and almost wholly dependent on out- 
side sources for its cotton and much of 
its tobacco. Western Europe must look 
to the world market for much of its 
food, fiber, and tobacco, but it does 
have exportable surpluses of some 
specialty crops and products which it 
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is anxious to sell in order to obtain the 
foreign exchange necessary to pay for 
imports. Outstanding among Western 
European agricultural exports are 
dairy products, hams and bacon, wines 
and spirits, nuts, bulbs and flowers, 
olive oil, flax, hemp, and hops. Some 
other products, among them fruits, 
vegetables, and eggs, are important 
only in intra-European trade. 

Europe and the United States thus 
have products that they want to sell, 
but in recent years the process has not 



SELLING   IN   FOREIGN   MARKETS 

been simple. Selling in the foreign 
market is a specialized business that 
requires a knowledge of foreign lan- 
guages, weights and measures, cur- 
rencies and exchange, laws and regu- 
lations, customs procedures, transpor- 
tation facilities and rates, insurance, 
trade terminology, and methods of 
financing and doing business. 

The sources of foreign exchange have 
been a matter of concern to nearly all 
countries interested in sound inter- 
national trading operations. Before the 
First World War, the United States, as 
a debtor nation, paid its obligations by 
selling much-needed raw materials to 
Europe. More recently, exports have 
consistently exceeded the imports, and 
European countries have been able to 
finance the resulting trade deficits only 
because the United States has provided 
funds through loans and grants. Since 
the situation pertaining to balance of 
payments has reversed itself, European 
countries now obtain United States 
dollar exchange with which to pay for 
American products from the following 
sources: 

Sale and shipment of agricultural 
and industrial products, raw and 
manufactured, to the dollar area. 

Dollar income from sales of trans- 
portation services and from American 
tourists and investments abroad. 

Shipments of gold to the United 
States and the sale of United States 
stocks, bonds, and real estate. 

Dollar earnings from United States 
troops stationed in Europe and from 
United States Offshore Procurement 
contracts. 

Loans from private banks, the United 
States Government, or from such insti- 
tutions as the Export-Import Bank and 
the International Monetary Fund. 

Grants from the United States Gov- 
ernment to other governments through 
military aid programs. Sale for local 
currencies of up to 250 million dollars 
of United States surplus agricultural 
products to friendly foreign countries 
was authorized for 1953-1954 under 
section 550 of the Mutual Security Act 

of 1953- 
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"Three-way" trades and compensa- 
tion agreements, which may or may 
not involve several products and 
countries. 

Barter deals in agricultural commod- 
ities, now widely used, are a means of 
doing business without the actual use 
of foreign exchange. Again, as a par- 
tial result of the United States agri- 
cultural export program, agricultural 
commodity and export subsidies avail- 
able for use do have the effect interna- 
tionally of providing an additional 
source of dollar exchange to the re- 
ceiving country. 

IN ADDITION TO the dollar shortage, 
trade barriers of various kinds are also 
important in restricting United States 
foreign trade. The attitude of the gov- 
ernments of importing countries over 
a long period has had an important 
influence on foreign trade policies. 
The governments of most importing 
countries are committed to a policy of 
protecting their domestic producers 
and those of their colonies or domin- 
ions. As a result there are laws, regula- 
tions, and other measure's designed to 
control the flow of imported agricul- 
tural products. Among the measures 
are tariffs, the quota system, foreign- 
exchange control, import licenses, and 
quarantine regulations. 

Tariffs are actually taxes on prod- 
ucts brought into a country. Tariffs 
add to the cost of the imported prod- 
uct. Consumers pay that cost in the 
final sales price. Tariffs restrict but do 
not necessarily prohibit imports unless 
they are unreasonably high. They 
may be administered arbitrarily, how- 
ever, and customs regulations are 
sometimes so antiquated and complex 
that they discourage and often prevent 
imports. 

Although tariff reduction has been 
the subject of numerous international 
conferences, rates on many products 
are still high enough to present a for- 
midable barrier to trade. 

The quota system, generally a neces- 
sary adjunct of the economic controls 
imposed by a country in balance of 
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payment difficulties, has been used by 
many countries to restrict and control 
the flow of imports. The import quota 
assigned " to a particular product or 
country may be so low as to constitute 
an embargo. 

Import quotas may be allotted on 
a basis of first come, first served, or 
they may be divided by countries of 
origin or possibly on the basis of a 
past record of business by the impor- 
ter of that product. 

Foreign-exchange control is used by 
some countries to regulate imports and 
to protect their foreign-exchange posi- 
tion. Foreign governments often direct 
that purchases of their importers be 
made in countries other than the 
United   States  in  order  to  conserve 

their limited supply of United States 
dollar exchange. 

Foreign-exchange controls can be 
implemented in many ways. The fol- 
lowing illustration in France shows the 
complexity of selling United States 
products in a foreign market. After 
the Second World War, French foreign 
exchange control regulations provided 
for a bonus dollar plan. The plan 
enabled the exporter of French prod- 
ucts to the United States to use 3 
percent of his total dollar income from 
those sales in any way he wished, free ' 
from all restrictions. Dollars in this 
category were referred to as free dol- 
lars. Rather than use the dollar in- 
come in his own business, the exporter 
might  sell   the  dollars  to   a   French 
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importer who, in turn, might wish to 
use them in the purchase of United 
States goods or products for importa- 
tion into France. Free dollars were so 
sought after in 1953 that they cost the 
importer 750 to 800 francs to the 
dollar, whereas the legal rate was 350 
francs. This exchange-control proce- 
dure often more than doubled the cost 
of an imported product which could 
be purchased only with free dollars. 

The remaining 97 percent of the 
exporter's dollar income was restricted. 
Twelve percent had to be used to pur- 
chase and import the items that the 
government considered essential to 
the economy of France. "Twelve per- 
cent" dollars sold for about 425 francs. 
The French controls required that the 
balance of 85 percent be sold to the 
government at the rate of about 350 
francs to the dollar. 

The elimination of the 3 percent 
or bonus dollar arrangement by the 
French Government in November 
1953 is another evidence of the tight- 
ening of controls over dollar imports 
into French territory. 

The absence of free convertibility of 
currency is another major deterrent to 
world trade. In the absence of major 
changes in the international economic 
policies of most of the countries of the 
free world and a better balance in the 
flow of trade, it is probable that the 
situation of inconvertibility of major 
currencies will persist. 

Import licenses may be used to en- 
force quotas, control the limited supply 
of foreign exchange, and hold imports 
to the level desired by the importing 
government. 

. Quarantine regulations are of par- 
ticular interest to exporters and im- 
porters of United States agricultural 
products. Sanitation and plant and 
animal quarantine regulations are de- 
signed to protect health and prevent 
plant or animal diseases or insect 
infestation from being carried from 
one country to another. The regula- 
tions perform a necessary function if 
they are objectively administered. 
They may be employed, however, to 
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effect real restrictive barriers or actual 
embargos. 

MOVES TOWARD LOWERING the bar- 
riers to the free flow of goods in foreign 
trade channels have been variously 
received. Some have been welcomed 
by certain groups and bitterly con- 
demned by others. Often the moves 
to liberalize trade have been the con- 
cern of only two countries. Sometimes 
they have taken the form of worldwide 
efforts directed toward the solution of 
foreign trade problems on a broad front. 

For many years the United States 
Government, backed by American 
farm organizations and other groups, 
has been a leader in the drive to in- 
crease world trade. In 1934 the Con- 
gress passed the Reciprocal Trade 
Agreements Act, which made it pos- 
silole for the United States to enter 
into an agreement with another coun- 
try for the reduction of tariffs in return 
for similar reductions by the other 
country. Since the passage of the act, 
agreements have been signed with 
more than 50 countries which, in total, 
carry on 80 percent of the world's 
trade. 

The Reciprocal Trade Agreements 
Act has made it possible for the United 
States to participate actively in the 
General Agreement on Tariffs and 
Trade  (G. A. T.  T.),  as concluded 
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after the Second World War. The 
G. A. T. T. provides for a multilateral 
effort on the part of partners to the 
agreement to effect tariff reductions 
that apply to all partners alike. The 
agreement includes around 45,000 
items or products and covers well over 
half of the import business of the 30 
participating countries. Agricultural 
products make up a substantial pro- 
portion of the list of items covered by 
G. A. T. T. 

Although both the Reciprocal Trade 
Agreements Act and G. A. T. T. have 
not been effective in all instances, tariff 
reductions since 1930 have been im- 
pressive. For example, immediately 
before the passage of the act, the aver- 
age United States duty on items sub- 
ject to tariff was just under 60 percent. 
In 1952 more than 58 percent of the 
items imported into the United States 
entered duty-free, and those subject to 
duty carried an average rate of about 
13 percent. 

In addition to the Reciprocal Trade 
Agreements Act and G. A. T. T., there 
have been other types of multilateral 
effort toward the solution of world 
trade problems. Among those of spe- 
cial interest to agriculture is the Inter- 
national Wheat Agreement, partici- 
pated in by 49 countries. The present 
agreement covers 421 million bushels 
of wheat for a period of 3 years, begin- 
ning August 1, 1953. The previous 
agreement ran for 4 years. 

Through the auspices of the Food 
and Agriculture Organization of the 
United Nations, there have been efforts 
to promote an International Commod- 
ity Clearing House, which would per- 

' form on a worldwide basis somewhat 
the same type of service now being 
performed by the Commodity Credit 
Corporation within the boundaries of 
the United States. 

THE ROUTE TO THE FOREIGN MARKET 

is long and seemingly strange. In order 
to outline briefly some of the principal 
marketing steps involved in exporting 
agricultural products, it might be 
useful for us to follow one perishable 
product, apples, from a shipping point 
in the Pacific Northwest through the 
normal export market channels to a 
wholesale produce market in Europe. 

When the importer and the exporter 
get together to take the first of the long 
series of steps that must be taken before 
the transaction can be completed, they 
have back of them an efficient inter- 
national distributive system built up 
through many years of trial and error. 

The procedures used by importers 
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and exporters vary by commodities 
and by countries, but the whole proc- 
ess is a closely integrated team job in 
which each firm or agency plays its 
part. Even though the successful im- 
porter or exporter is not directly re- 
sponsible for the performance of each 
of the long list of required marketing 
services, he must have an intimate 
knowledge of what happens to his com- 
modity at each step of its long journey 
to the foreign market. 

Several types of shippers are at the 
disposal of the fruit importer. The 
importer of apples may purchase from 
or through large growers, growers' co- 
operative sales organizations, fruit 
companies doing an export business, 
or export brokers, who may or may 
not have their own packing facilities. 

The terms of sale under the exchange 
conditions in existence in 1953 were 
usually cash against documents, F.A.S., 
that is, delivered alongside the ship. 
If exchange and other conditions per- 
mit, the terms may be sale on open 
account, sale on a joint account, a 
guaranteed cash advance (usually 
early in the growing season). The 
shipper generally quotes prices on the 
basis of dollars per box rather than 
in metric tons and foreign currencies. 

The F.A.S. sale (cash against docu- 
ments) provides that the shipper be 
responsible for all operations, transac- 

281437°—54 7 

tions, and expense up to the time the 
shipment arrives at the dock—ship- 
side—and is ready to be loaded into 
the hold of the ship. 

Under the provisions of that type 
of contract, the shipper selects the 
fruit at the local packing plant or the 
warehouse and makes certain that it 
is graded and is packed according to 
export specifications. When the ship's 
sailing schedule is known, he has the 
fruit loaded into a refrigerated railway 
car or truck and has it started on its 
way to the port so that it will arrive in 
time to be loaded aboard the ship. On 
arrival at the port, a forwarding agent 
usually takes over as representative for 
both the shipper and the foreign buyer. 
The forwarding agent receives the 
shipment at the docks, inspects its 
condition, and obtains from the rail or 
truck company the receipts and mani- 
fests which are evidence that the 
shipper has discharged his legal re- 
sponsibility under the F.A.S. contract. 
When the documents have been 
turned over to the bank, the shipper 
can draw the cash set up to his account 
by the importer through the device of 
a letter of credit. It should be men- 
tioned, in passing, that even though the 
shipper has discharged his legal re- 
sponsibility at this point, he and the 
grower are vitally concerned with the 
quality and the condition of the fruit 



84 YEARBOOK   OF  AGRICULTURE   1954 

VALUE OF UNITED STATES FARM EXPORTS. 1910-53 
BILLIONS OF DOLLARS 

,      Year ending lune 1953 estimated /1 
y \  

TOTAL-y^ 

/ALL 
/   OTHER A 

%%=r\ \           TOBACCO 
/       /WHEAT 

f 

 1 1 L_J  

COTTON 

.,..1    .1^1,    1 ,,-.1.,..1,.,,..,.1...1 ./ 

^ 

1910 1920 1930 1940 1950 

until it reaches the table of the for- 
eign consumer. 

Since the shipper's legal responsi- 
bility terminated upon delivery of the 
apples to the shipside, the forwarding 
agent for the importer takes over. He 
has previously scheduled ship space on 
the desired date and has arranged for 
insurance to cover the fruit while it is 
in transit. He supervises the loading 
into the hold of the ship and sees that 
the boxes are properly stacked and 
braced, after which he receives the 
ship's manifest, which is an inventory 
of the shipment and evidence that it is 
aboard. The steamship company is 
responsible for the proper ventilation, 
temperature control, and the general 
condition of the cargo while it is en 
route. 

On arrival at the foreign port, the 
importer's agent is on hand for the 
unloading of the shipment. He inspects 
the cargo for possible damage in 
transit, pays customs duties, if any, 
and sees that the shipment is cleared 
through quarantine. With these out 
of the way, the agent schedules either 

rail or truck transportation to its final 
destination, which may be Paris. In 
Paris, the shipment is received by the 
importer and stored in his warehouse 
until it is sold. Since auction sales are 
prohibited in France, the importer 
must sell on the basis of private sale 
to the wholesaler, who in turn sells to 
the retailer. Through one of the many 
types of retailers, the fruit finds its 
way to the French table. 

TWO-WAY TRADE seems to offer a 
sound and workable solution to the 
situation that means less American 
apples and other fruit on European 
and world tables and less American 
wheat, cotton, tobacco, soybeans, and 
lard in world channels of trade. 

Products that American agriculture 
and industry are producing have a 
worldwide sales appeal and a reputa- 
tion for quality and dependability. 
Nevertheless, sales of American prod- 
ucts in the world market have been 
declining and apparently will continue 
to decline until two-way trade—that 
is,   United   States   imports  and   ex- 
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ports—can be brought into an approx- 
imate balance. 

Desirable as the products of Ameri- 
can farms and factories may be, most 
foreign customers have only a limited 
supply of dollars with which to buy 
them. If they cannot obtain dollar ex- 
change by export sales, they must be- 
come selective in their purchases from 
us, and they are forced to conserve 
their dollar exchange by increasing 
production within their borders, rais- 
ing barriers to keep out United States 
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products, and buying in countries that 
are willing to enter into acceptable 
trade arrangements, which usually in- 
volve an exchange of goods for goods. 

Increased American imports will not 
necessarily solve the entire United 
States foreign trade problem, but it 
will help. Unless the American farmer 
and industry are willing to increase 
imports to a level that will approxi- 
mate exports, their stake in the world 
market might continue to decline. 
(Orner W. Herrmann») 

U.S. EXPORTS OF SELECTED AGRICULTURAL COMMODITIES 
PERCENT OF PRODUCTION 

20 30 40 50 

MILLED RICE 

WHEAT 

COTTON 

TOBACCO 

SOYBEANS 

LARD 

RAISINS 

PRUNES 

ORANGES 

APPLES 

PEARS 

Marketing year for the respective 
commodity (except lard, which is 
on calendar year basis) 



Transportation 

Railroads, trucks, water 
carriers, and airlines all serve agriculture. They have a 

dynamic effect on agricultural marketing and produc- 

tion. Farmers depend on buyers or commercial truckers 

to haul more than half of their products from the farm to 

the first market. They use their own or their neighbors' 

trucks to transport the rest. The next movement, to the 

terminal markets, is done mainly by line-haul or over- 

the-road transportation. Since 1920 the railroads have 

concentrated on improving their facilities. This period, 

too, saw the rise of the motortruck as an important means 
86 



of transporting farm goods. Many improvements have 
been made in refrigeration in transportation, the lifeline 
of marketing high-quality perishable foods. For a long 
time farmers have known the close relationship between 
effective regulation of transportation and satisfactory 
rates and services. They have been disturbed about the 
rising trend of freight rates since the war, which has con- 
tributed substantially to the increase in costs of mar- 
keting their products. 

From Farms to 
the First 
Market 

Farmers depend on buyers or com- 
mercial truckers to haul more than 
half of all their products from the farm 
to the first market—the relatively short 
hauls from the field to grading or pack- 
ing sheds, cotton gins, country eleva- 
tors, or to local livestock auction mar- 
kets or the other collecting or shipping 
points. 

Beyond that first step in the market- 
ing process, at least one more haul by 
rail, truck, or other carrier usually is 
required, and nearly all those hauls 
are made in hired or buyers' trucks or 
by rail or other carriers. 

Transportation service normally is 
measured in terms of the quantity 
hauled (tons, bags, boxes) and in terms 
of ton-miles—a combination of quan- 
tity and distance. Two tons of potatoes 
loaded on a truck and carried 3 miles, 
for example, would be expressed as 2 
tons or as 6 ton-miles of transportation 

service. If the distance had been 10 
miles, the measure would still be ex- 
pressed as 2 tons hauled, but the ton- 
miles would be 20. 

Similarly, if a single ton were hauled 
by truck 3 miles to a packing plant and 
then transported by rail to a whole- 
saler 97 miles away, the transportation 
service would be considered as 2 tons 
hauled—one loaded on a truck plus 
one loaded on a railroad car, even 
though in both instances it may have 
been the same ton. The service would 
also be expressed as 100 ton-miles, 
consisting of 3 ton-miles by truck and 
97 ton-miles by railroad. 

On the basis of tons hauled, farmers 
in 1948 used their own or their neigh- 
bors5 trucks to transport to initial 
markets about 45 percent of all agri- 
cultural crops, livestock, and products 
that leave the farms. If only one addi- 
tional haul were involved to reach the 
final market, the share of the total tons 
hauled in farm-owned vehicles would 
amount to about 22 percent. The total 
number of tons hauled would be 
doubled by the additional movement. 
Similarly, if two hauls, in addition to 
the initial haul from the farm, were 
involved, farm trucks would account 
for only about 15 percent of the total 
number of tons hauled. In terms of ton- 

8? 



88 

miles, the share performed by farm 
trucks would be considerably lower 
than either 22 or 15 percent, mainly 
because initial hauls in growers' trucks 
are characteristically much shorter 
than the total length of the subsequent 
movements. 

THE USE OF FARM TRUCKS for the 
initial movement varies widely among 
the types of products. For example, 
growers themselves furnish about 80 
percent of the transportation service 
needed to move cotton from the field 
to the gin. Only about 20 percent of 
the livestock is hauled off the farm in 
farm-owned equipment; most farmers 
haul an animal or two at a time to 
nearby local auctions in their own 
equipment, principally during slack 
seasons. About 60 percent of the live- 
stock is hauled in trucks hired by 
farmers, and the rest goes in trucks 
supplied or hired by the buyers. 

About 30 percent of all milk leaves 
the farms in farm-owned trucks. Tank 
truck service for collecting milk at 
farms has been started in a few areas, 
however. Glass-lined tank trucks are 
being used with increasing frequency 
for picking up fluid milk from farm 
storage tanks, mainly in the West, 
Northeast, and Midwest. 

Market gardeners themselves haul 
about half the volume of fruits and 
vegetables that leave the farms. Some- 
times the first hauls are to farmers' 
markets in town, but more likely they 
go to cooperative assembly points or to 
nearby commission houses. Southern 
growers particularly haul their fresh 
produce to small country auctions. In 
the South and Southwest, parts of the 
Midwest, and somewhat in the North- 
east, itinerant truckers are active. They 
buy fruits and vegetables from the 
growers and sell them wherever they 
can find a market. 

Although growers still supply trans- 
portation to move a little more than 
half of the grain from farms, deliveries 
can be made only for short distances if 
hauling is to keep up with harvesting. 
Hauls to terminal points are largely 
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by for-hire truckers. Some grain is 
hauled to country elevators by com- 
bine crews who provide both harvest- 
ing and hauling services to growers. 

Horses and wagons are still used in 
the South to transport about 20 per- 
cent of the cotton from fields to gins. 
Small quantities of grain and miscel- 
laneous crops are hauled by wagon in 
other regions of the United States, 
especially the Midwest. Nevertheless, 
the overall importance of wagons is 
small. They account for the movement 
of less than 3 percent of the total ton- 
nage leaving the farms. Nearly all the 
rest of the tonnage moves by truck. 
Trailing of livestock has all but been 
abandoned. Few farms or ranches have 
railroad sidings or facilities for loading 
on boats for movement by water. 

OF A TOTAL of some 9.2 million 
trucks in the United States, about 2.5 
million are owned by farmers. Why, 
one asks, don't farmers do more of 
their own transportation? 

There are a number of reasons. First, 
only about 35 percent of all the farms 
in the country own even one truck. 
Ownership also varies considerably by 
size of farm. Among farms of fewer 
than 10 acres, about 1 in 6 has a truck, 
but about half of the farms of more 
than 99 acres have trucks. 

A second reason is that most farm 
trucks are small. About 40 percent of 
the farm trucks have rated capacities of 
one-half ton or less. Small trucks are 
uneconomical for large-scale hauling. 
About half of the trucks on farms are 
rated as having a capacity of 1 or 1.5 
tons. They are useful mostly for general 
hauling in local service and are too 
small for heavy or long-distance haul- 
ing. Fewer than 10 percent of the farm- 
owned trucks have a rated capacity of 
more than 1.5 tons. 

Many farmers who do not own 
trucks can do light hauling for them- 
selves by hitching small utility trailers 
to their automobiles, or by hauling 
heavier trailers (or wagons) behind 
farm tractors. 

Farmers usually own only one truck. 
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AGRICULTURAL COMMODITIES MOVED FROM FARMS TO INITIAL MARKETS 
IN FARM-OWNED, HIRED, AND BUYERS' EQUIPMENT 
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Among truck-owning farms, the aver- 
age number of trucks owned was i .2 
per farm in 1950. In view of the season- 
ality of farm marketings, such a wide 
scattering of small-capacity equipment 
cannot meet peak transportation needs. 
Farmers therefore rely greatly on for- 
hire trucks, which can be marshaled for 
the specific kind of service needed at 
the time the commodities are ready for 
market. 

Should not farmers supply a larger 
share of their transportation needs, 
either by increasing their ownership of 
hauling equipment or by buying spe- 
cialized vehicles? The answer is not 
simple. A major factor is how much of 
the year an expensive truck would 
stand idle. If trucks were to be idle 
during long off-periods, the possible 
advantages of ownership might easily 
be offset by depreciation and obsoles- 
cence, as well as by insurance and 
other costs that are incurred even when 
the trucks are not used extensively. 

Another point involves the desirabil- 
ity of owning special-purpose trucks. 
Heavy equipment, for example, should 
not be driven into lettuce fields to move 
the crop to the packing shed because of 
probable damage to soil and crop. But 
drivers' wages and other costs would 
make the use of the light equipment 
uneconomic for the longer hauls from 
the packing shed to market. 

Many special types of equipment 
have been developed for transporta- 
tion between fruit orchards and pack- 
inghouses. They include low-bed trucks 
with fork-lift attachments for loading 
boxes or lugs that have been stacked in 
the orchards by the picking crews. 
Such trucks are too specialized for gen- 
eral farm hauling. During a period of 
high utilization, economies derived 
from them may be a major factor in 
cutting costs, but most farmers have 
neither sufficient volume nor long 
enough seasons to justify owning them 
individually. 

Still another factor that bears on the 
wisdom of supplying one's own trans- 
portation is the increased dependence 
on custom harvesting and hauling. It is 
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becoming more common, for example, 
for farmers to contract for the harvest- 
ing of potatoes. Besides harvesting, the 
contracts usually cover hauling to the 
packing sheds, even though the haul- 
ing work is done by separate labor 
crews. In western areas where carrots, 
lettuce, and celery are grown, some 
growers are doing less of their own 
hauling. Cooperatives or shippers cut, 
trim, and box the produce in the field 
and haul it off the farm. The principal 
advantage of such contracts is gained 
largely through improved timing of the 
overall operations. 

In some situations it is desirable that 
the farmer continue to supply his own 
transportation. A primary advantage 
of market gardeners near metropolitan 
areas, for example, is their ability to 
deliver prime produce to farmers' mar- 
kets or nearby commission houses or 
even to households. Fast transporta- 
tion at frequent intervals is desirable. 
Special trips at odd times to meet cus- 
tomers' convenience often are worth 
while, even though a loss may be in- 
curred on the individual transaction. 
That type of service may sometimes be 
supplied more efficiently either by con- 
tract with a local truck operator or 
through ordinary commercial trucking 
channels than by farm-owned equip- 
ment. Usually, however, the grower 
finds it desirable to furnish the service 
with his own equipment. 

A long marketing season with rather 
uniform quantities of produce leaving 
the farm during a large part of the 
year makes an almost ideal situation 
for a grower to supply his own trucking- 
service. The marketing of poultry and 
eggs is an example. Here economies 
resulting from full utilization of equip- 
ment are augmented by the benefits 
derived from the producer's ability to 
control the movements and to oversee 
all contacts made with buyers. 

Whether a farmer will do his own 
farm-to-market hauling or will hire it 
done often depends on the extent to 
which he needs a truck for other pur- 
poses. Fertilizer, tools and equipment, 
fencing materials, containers, and the 



FROM   FARMS   TO   THE   FIRST   MARKET 
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like can be moved about quickly to 
where they are needed on the farm 
when a truck is handy. If he has much 
of this on-farm hauling to do, a farmer 
is likely to own an all-purpose truck, 
which can be used to haul farm com- 
modities to market. And many farmers 
prefer to pick up feed, seed, oil, coal, 
lumber, and other supplies for their 
own or their neighbors' use. With his 
own equipment, a farmer can pick up 
supplies in town after he has delivered 
his produce. 

It appears likely that the transpor- 
tation supplied by farmers will con- 
tinue to be mainly in general-purpose 
small-capacity equipment and under 
circumstances in which convenience 
plays a large part. Often the farm 
truck is also the family passenger car, 
or usecond car." Some farmers own 
heavy equipment and find it profitable 
to engage in long hauls, but it is un- 
likely that such farm-truck ownership 
or use will become a major factor in 
the transportation of farm products to 
market. {Donald E. Church, Margaret R. 
Purcell.) 

The Kinds and 
Uses of 
Carriers 

Basically the movement of farm 
products through the marketing chan- 
nel is accomplished in three major 
steps—from the farm to local assembly 
points (nearly entirely by truck); then 
to the terminal markets in consuming 
areas by line-haul or over-the-road 
transportation; and finally to retail 
stores by truck within the metropolitan 
area and to other outlets in the sur- 
rounding trade territory. 

The seasonal nature of agricultural 
production and the wide distribution 
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required by many farm products call 
for the services of a number of different 
types of carriers. The railroads and 
trucks transport the bulk of the agri- 
cultural traffic, but both water carriers 
and airlines are used at times. They 
all serve agriculture. They also have 
a dynamic effect on the agricultural 
marketing and production. 

The railroads are common carriers— 
they hold themselves out for hire to the 
general public and are regulated by 
the Federal Government (when State 
lines are crossed) and by State govern- 
ments (when the transportation serv- 
ices are performed entirely within the 
States). 

Sometimes railroad freight cars, such 
as refrigerator cars, are privately owned 
by shippers of agricultural commod- 
ities. When the cars are turned over 
to the railroads for hauling, however, 
the carriers control them in the same 
manner as they do their own cars. 

Many types of motor carriers haul 
farm commodities. The trucking oper- 
ation itself may be primarily the same 
in most cases, but the status of the 
various types of carriers in the eyes of 
the law is quite different. 

The first broad classification is one 
between for-hire and private truckers. 

The for-hire class of carriers hold 
themselves out to transport the prop- 
erty of others at some specified rate or 
charge. Private truckers, on the other 
hand, engage in the transportation of 
their own property. In the movement 
of agricultural commodities, private 
truckers may be farmers, groups of 
farmers banded together in some co- 
operative, and processors, wholesalers, 
or retailers. 

Truckers who hold themselves out 
for hire are of two types: The regulated 
carrier, which is subject to control 
under Federal or State laws, and the 
unregulated carrier, which is exempt 
from Federal or State control. 

Regulated carriers are generally 
subject to governmental control of 
rates, areas of operation, the routes of 
travel, and commodities that may be 
carried. In this group are the common 
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carriers, which like the railroads hold 
themselves out to the public generally, 
and contract carriers, which provide 
service to shippers under contract. 

Unregulated for-hire carriers are 
generally subject only to regulations 
concerned with the commodities that 
may be carried, safety, and qualifica- 
tions and maximum-hour restrictions 
for drivers. They have complete free- 
dom as to rates that may be charged 
and areas or routes of operations. 
Under Federal and State laws, trucks 
transporting exclusively unmanufac- 
tured agricultural goods are in this 
category and therefore have consider- 
able flexibility and freedom in their 
operations. This exemption from regu- 
lation for the trucks engaged in the 
movement of agricultural traffic has 
been a tremendous aid in the market- 
ing of farm, products and has given rise 
to a distinct type of carrier known as 
the exempt trucker. The total move- 
ment of agricultural commodities from 
producing areas to terminal markets 
by unregulated trucks is considered 
to be much greater than the movement 
by regulated carriers. 

A comparison by the Interstate Com- 
merce Commission of the number of 
federally controlled carriers with the 
unregulated carriers revealed that in 
1950 there were 20,042 authorized 
motor carriers under the Interstate 
Commerce Act, as compared with an 
estimated 40,000 unregulated carriers 
engaged principally in hauling farm 
commodities and fish. The figure given 
for regulated carriers includes those 
hauling all types of commodities, and 
only a small number of such carriers 
are exclusively agricultural haulers. 

Private carriers include a large and 
diversified group of operators. There 
are about 4.5 million privately oper- 
ated trucks, besides those on farms. 
Individuals or business concerns oper- 
ate them to transport a wide variety of 
products in intercity and local services. 

Some intercity movement of farm 
products is done by processors, whole- 
salers, and chain retailers, but the bulk 
of commodities is transported by in- 
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dependent merchant truckers, whose 
operations are not regulated. They 
transport sizable volumes of fresh fruits 
and vegetables from Florida to eastern 
and midwcstern markets. Food proces- 
sors, produce merchants, and packing- 
houses employ large numbers of their 
own trucks both for over-the-road 
transportation and local distribution. 

The transportation of agricultural 
commodities by water and air carriers 
is only a small part of the total move- 
ment. The bulk of the water movement 
is of grain on the Great Lakes and in- 
land waterways. The agricultural traf- 
fic by air consists mostly of high-valued 
commodities, such as cut flowers and 
nursery stock, which require speedy 
handling. Various types of livestock, 
poultry, and seeds are sometimes trans- 
ported by air. 

FRUITS AND VEGETABLES usually are 
transported considerable distances to 
important terminal markets. For ex- 
ample, of the total volume of impor- 
tant fruits and vegetables (22 varieties) 
received by rail and boat in the New 
York terminal market—the largest in 
the United States—about 40 percent 
is received from assembly points in 
California. Another 25 percent is re- 
ceived from Florida. Next are Maine, 
Arizona, Idaho, Texas, and Oregon. 

Almost all the oranges received in 
the large eastern and midwcstern mar- 
kets come from California and Florida. 
Cantaloups, grapes, and lettuce are re- 
ceived almost entirely from the West- 
ern States. 

Grain is transported shorter dis- 
tances to terminal markets. The large 
wheat markets of Minneapolis and 
Duluth, for example, are supplied by 
the adjacent wheat areas of North 
Dakota, South Dakota, Montana, and 
Canada. Chicago, the principal corn 
market, obtains most of its corn re- 
ceipts from Iowa, Illinois, Indiana, 
and Wisconsin. Grains transported to 
other major markets—Omaha, Kansas 
City, St. Louis, Milwaukee, Toledo— 
generally move from nearby areas. 

Butter is produced principally in the 
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Midwest. To get it to the large markets 
of New York, Philadelphia, and Boston 
takes a relatively long haul. But the 
haul to Chicago, the largest butter 
market in the United States, is much 
shorter. The same is generally true of 
cheese, for regardless of the location of 
the market, a large part originates in 
Wisconsin. 

Shell eggs are produced both in the 
vicinity of the important eastern ter- 
minal markets and at considerable dis- 
tances from them. At the New York 
market, for example, New York, New 
Jersey, and Pennsylvania supply large 
volumes of eggs, and relatively short 
hauls are required. Iowa and Minne- 
sota also ship large numbers of eggs to 
New York and other eastern markets, 
where relatively longer hauls are nec- 
essary. The distances that frozen eggs 
are transported in reaching terminal 
markets follow the same general pat- 
tern as shell eggs, but large volumes 
also are transported to the East from 
as far west as Missouri. 

Most live poultry is transported rela- 
tively short distances to the important 
terminal markets. In the Chicago 
market, for example, almost all of the 
live-poultry receipts are registered 
from sources in Illinois, Indiana, Iowa, 
and Wisconsin. Small amounts of 
live poultry are obtained from Arkansas 
and from Tennessee. Other important 
markets on the east and west coasts 
show a similar pattern of relatively 
short hauls for receipts of live poultry. 
The large terminal market at San 
Francisco receives all of its live poultry 
from California. 

Dressed poultry does not show as 
heavy a concentration of producing 
areas near the terminal markets. The 
important sources of supply in general 
are in areas adjacent to the important 
terminal markets, but a significant 
share of the shipment comes from more 
distant assembly points. Receipts are 
registered at the New York poultry 
market from practically every State, 
but the largest volumes are from 
nearby States, notably Delaware. 
Massachusetts is the main source of 
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dressed poultry in the Boston market. 
Iowa supplies the principal volume 
for the Chicago market. 

Milk is transported relatively short 
distances to terminal markets. New 
York receives most of its milk from 
New York State, Pennsylvania, and 
New Jersey. Philadelphia gets its milk 
mostly from Pennsylvania and Mary- 
land; Boston, mainly from Vermont 
and Maine. 

The distances that livestock is trans- 
ported to terminal markets vary with 
different types. Most of the sheep and 
lambs, even when destined for eastern 
markets, originate in the Western 
States. Hogs are supplied in most 
markets from producers in nearby 
farm areas. Cattle and calves usually 
are shipped to nearest markets, but 
in the Southwest and West that may 
mean long distances. Livestock pro- 
duced in Texas, for example, may be 
transported considerable distances in 
reaching Fort. Worth, the principal 
local market, and even much farther 
to Kansas City, Omaha, or Chicago. 

These examples of the distances be- 
tween producing areas and terminal 
markets indicate a vital need of agri- 
culture for a varied and flexible 
transportation system, in order that 
the many different farm products may 
reach both near and distant markets. 

ABOUT 19.2 million tons of fresh 
vegetables were transported in 1951 
from the producing areas to terminal 
markets in consuming areas. An esti- 
mated 8.7 million tons, or 45.3 per- 
cent, moved by railroad (including 
express) and 10.5 million tons, or 54.6 
percent, by motortruck. An addi- 
tional 8.4 million tons were shipped 
to processing plants, mostly by truck. 

Transportation of grain from coun- 
try assembly points to terminal ele- 
vators is one of the railroads' main 
sources of business. The moving of 
grain and grain products is about 55 
percent of the yearly total agricultural 
tonnage of the railroads. 

The amount of grain transported by 
truck  to terminal markets has been 
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relatively small, compared to the 
amount moved by the railroads. For 
example, at the Chicago grain market 
(of a total of 208 million bushels of all 
grains received) 7.7 million bushels 
were brought in by truck in 1951. 
The railroads carried 132 million 
bushels, about 65 percent of the total. 
The rest reached Chicago by water. 

But an indication that trucks are 
competing with the railroads for grain 
traffic was given in. a study, The Trans- 
portation and Handling of Grain by Motor 
Truck in the Southwest, by the Depart- 
ment of Agriculture in May 1952. Of 
the 117 firms surveyed (country eleva- 
tors, terminal elevators, flour mills, 
feed mills) 90 reported the use of motor- 
trucks along with railroad facilities for 
shipping and receiving grain. Of the 
total amount of grain shipped from the 
49 country elevators that reported 
truck movements, about 35 percent 
was transported to terminal points by 
truck. Of the total grain received at 
the terminal elevators, flour mills, and 
feed mills, the amounts transported by 
truck were 32.5 percent, 25 percent, 
and 34.7 percent respectively. (The 
percentages relate only to establish- 
ments reporting truck and rail move- 
ments; consequently the percentage of 
grain moved by truck for all establish- 
ments would be somewhat smaller.) 

The volume of grain moved by barge 
on inland waterways has increased, 
chiefly in response to favorable trans- 
portation rates. The tonnage of grain 
and mill products carried on the 
Mississippi River and its tributaries 
between 1940 and 1950 went from 
441,075 to 2,422,000 tons, a gain of 
about 450 percent. 

Trucks are used much more exten- 
sively than the railroads in transport- 
ing livestock to terminal markets. Of 
more than 76 million head of livestock 
that were brought to 65 public markets 
in 1952, trucks transported about 73 
percent. Of the various types, the per- 
centages transported by trucks were: 
Cattle, 75.7 percent; calves, 80.4; hogs, 
81.3; and sheep and lambs, 48.8. 

The influence of distances in the se- 
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lection of carrier is indicated in the 
high percentage of sheep and lambs 
received at the public markets by rail- 
roads as compared to other kinds of 
livestock. Because most of the sheep 
and lambs require a long haul in 
reaching the terminal markets of the 
Middle West and East, the railroads 
receive a major share of that traffic. 

THE PERISHABILITY of many agricul- 
tural products and the methods of 
marketing them have led to a high 
degree of specialization of transporta- 
tion equipment and services. 

Livestock is taken to market by rail 
in special stock cars and cattle trucks. 
Tank trucks carry milk in bulk from 
farms to processing plants. Vegetable 
oils are transported in special tank cars 
and trucks. 

Many perishable crops move to mar- 
ket in refrigerator rail cars (most of 
which are owned by the shippers) and 
refrigerator trucks (which mostly are 
owned and operated by common- and 
contract-carrier trucking companies). 

The carriers offer various auxiliary 
services, which are adapted to the 
marketing requirements of the product. 

The three most generally used are 
transit privileges, rcconsignment and 
diversion privileges, and protective 
freight services. The first two are pro- 
vided almost exclusively by the rail- 
roads. Protective freight services are 
available from both the railroads and 
motor carriers. Without them the 
market for many farm products would 
be greatly restricted. 

Rcconsignment and diversion privi- 
leges give the shipper the right to 
change destination, routing, name of 
the consignor or consignee, or any 
other change that requires a change 
in billing or an additional movement 
of the car. They allow the shipper to 
move his products from point of origin 
to some intermediate point and to final 
destination at the through rate, which 
is generally lower than the combina- 
tion of intermediate rates. Rcconsign- 
ment and diversion privileges are set 
forth in the railroad tariffs with a clear 
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statement of all the conditions under 
which they may be used and the 
charges that will be made for the par- 
ticular service. Reconsignment charges 
are collected in addition to the freight 
rate. 

Reconsignment is practiced widely 
in the rail shipment of grain, cotton, 
livestock, fruits, and vegetables. Fruits 
and vegetables sometimes are shipped 
from California, Arizona, Texas, and 
Florida before the shippers know the 
ultimate destination of the cars or the 
buyer. The cars arc routed to a recon- 
signment point, from which shippers 
are able to take advantage of the most 
favorable market. The produce is sold 
en route to brokers and wholesalers 
after the train is on the way. The 
marketing of farm products is speeded 
up because shippers are not required 
to wait for a buyer before shipping 
their products. Many truck operations 
likewise are geared to redirect or divert 
loads en route to points of need. 

THE TRANSIT PRIVILEGE, a character- 
istic of railroad transportation, is the 
right of a shipper to stop off his prod- 
uct at an intermediate or transit point 
for inspection, conditioning, storage, 
or processing with the privilege of re- 
shipping it to the final destination un- 
der the original through-freight rate 
that applied from point of origin to 
final destination. 

Transit privileges applicable to many 
kinds of commodities are published in 
the railroad tariffs. The milling in 
transit privilege, perhaps the most 
widely used, makes it possible to ship 
grain, particularly wheat, from point 
of origin to some intermediate point, 
there to be stored, marketed, or proc- 
essed and later reshipped to the desti- 
nation at the through rate. A major 
part of the grain assembled at many 
country elevators throughout the grain- 
producing areas thus can be funneled 
into a small number of terminal mar- 
kets for inspection, grading, sale, 
storage, and processing by mills. 

The same type of privilege has been 
extended to feed grains, such processed 
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products as cottonseed and soybean 
meal, different grades of sirup and mo- 
lasses, and other commodities. Sack- 
ing, barreling, and boxing in transit 
and cleaning, grading, and mixing in 
transit are other privileges important 
to the producer and shipper of farm 
products. 

For shipments of livestock by rail- 
road, there are tariff provisions for 
feeding and grazing in transit. Con- 
centration in transit permits such com- 
modities as cotton, eggs, dairy products, 
and dressed poultry to be concen- 
trated at certain assembly points for 
subsequent shipment in carload lots 
without sacrificing the advantage of 
the through-freight rates. Storage in 
transit permits many commodities to 
come to rest at strategic terminal loca- 
tions for later distribution or to await 
a favorable market. This privilege is 
particularly valuable to shippers of 
nonperishable commodities like grain, 
beans, sugar, tobacco, and meats. 

The livestock industry has also been 
granted the privilege of stopping ship- 
ments at transit points to test the mar- 
ket. Various commodities have been 
granted a stoppage in transit privilege, 
under which carload shipments may 
be partly loaded or unloaded in transit 
without loss of through-freight rates. 

The transit privilege introduces an 
element of flexibility into the railroad 
freight service by permitting the car- 
rier to adapt the freight service as a 
whole to the varying needs of com- 
merce and industry. Such privileges 
provide many advantages to the ship- 
per of agricultural products, for they 
tend to equalize competitive condi- 
tions, facilitate the marketing of com- 
modities, relieve congestion at terminal 
markets, and reduce shipping costs. 

MANY SHIPMENTS of perishable freight 
require special protection against heat 
and cold on the way to market. Some 
vegetables require precooling services 
before shipment. Others require heat- 
ing service. Shipments of potatoes, for 
example, must be ventilated during 
warm weather and protected against 
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freezing during cold weather. The 
transportation of perishable fruits and 
vegetables and packinghouse products 
in refrigerator cars is a special freight 
service in the sense that it requires spe- 
cial equipment and fast or expedited 
freight-train services and also because 
the icing service performed in these 
cars is special in character. A separate 
charge is collected by the railroads to 
cover the cost of providing the refrig- 
eration. The charge varies according 
to the type of refrigerant used or icing 
service performed. 

Special charges may be assessed 
against shippers of livestock for bed- 
ding, car cleaning, and fumigation or 
disinfection of stock cars. Sometimes 
the railroads make a service charge for 
preparing cars to receive special ship- 
ments. The various charges are pub- 
lished in a general perishable protective 
tariff, in which nearly all railroads par- 
ticipate. 

The special protective services pro- 
vided by motor carriers are primarily 
the provision of refrigerator vans for 
perishable products. The movement of 
agricultural products to market by 
truck generally is faster than by rail- 
road; the products need to be pro- 
tected for a shorter time. 

It has been the practice of railroads 
to impose a charge or penalty on ship- 
pers and consignees if they hold cars for 
loading, unloading, or for other pur- 
poses beyond a specified time. The Uni- 
form National Car Demurrage Rules 
permit a "free time" of 48 hours for 
loading or unloading and 24 hours for 
reconsignment, diversion, and reship- 
ment, or holding a car in transit on the 
order of the shipper, consignee, or 
owner, or holding a car for other pur- 
poses that are defined in the rules. 

The average-agreement provision of 
the rules is especially important to 
large shippers or consignees who handle 
hundreds of cars. It permits a shipper 
or consignee to enter into an agreement 
with the carrier under which demur- 
rage charges are computed on the basis 
of the average detention time during a 
calendar month instead of on the basis 
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of straight demurrage. A system of 
debits and credits is used to arrive at a 
net figure. The demurrage charges 
thus may be reduced substantially 
under what they would have been had 
straight demurrage been assessed. 

In many public yards in our larger 
cities where fresh produce is received, 
it is customary for the consignee to 
market the shipments directly from the 
cars. When cars are so used, the rail- 
roads may impose an added penalty, 
called track storage charges. They are 
usually equal to the demurrage charge 
but are in addition to it. Produce deal- 
ers often find it cheaper to market their 
goods from the cars than to pay rent 
for store space. 

BEFORE SATISFACTORY transportation 
services can be performed, agricultural 
products must be properly prepared, 
packed, and loaded into freight cars or 
trucks. The relatively high rate of dam- 
age during the transportation of many 
products proves how important those 
operations are. 

The average claim payment per car- 
lot for all fruits, melons, and vegetables, 
as reported by the Association of Amer- 
ican Railroads, has been as high as 
$21.33 (1949); the average claim for 
certain commodities (cantaloups) has 
gone as high as $41.45 (1951) a car. 
The claim payment for all fruits, 
melons, and vegetables in 1951 was 
$17.32 a car. The payment for loss and 
damage claims in 1951 on watermelons 
was $37.10 a car, oranges $18.10, 
apples $17.33, and honeydew melons 
$29.99. 

Losses from decay or spoilage in 
transit are not generally allowable as a 
valid claim by transportation agencies, 
nor are the shipping charges for mov- 
ing the spoiled products usually re- 
coverable. 

Proper packing and loading of rail 
cars or trucks is important in the in- 
terest of making delivery of commodi- 
ties in salable condition and reducing 
loss and damage claims. It also is 
important because of the possibility 
of reducing transportation costs through 
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more efficient utilization of shipping 
space. 

A study by the Department of Agri- 
culture in 1950 {A Comparative Study of 
Packing, Transportation, and Refrigera- 
tion Costs of Bushel Baskets and Wire- 
bound Boxes for Transportation of Peaches) 
indicated that the substitution of a 
suitable wooden wirebound box for 
the commonly used bushel basket 
resulted in less shipping damage and 
considerable savings because the rec- 
tangular shape made more efficient 
use of refrigerator car space possible. 
It was pointed out that as long as the 
refrigeration charges are on a flat rate 
per car, shippers would make an im- 
mediate saving of 25 percent on refrig- 
eration costs by heavier loading, 
where feasible. 

Another study by the Department in 
1951 (Reduction of Cantaloup Loss and 
Damage in Rail Transportation Through 
Use of the Upright Loading Method) 
showed that placing cantaloup crates 
on end rather than on side in loading 
rail cars made possible a load of 312 
crates to the car, compared to 288 
by the standard lengthwise loading 
method. Most of the damage sus- 
tained by agricultural commodities in 
transit can be traced to improper 
packing, loading, and bracing, or to 
rough handling by the carriers in the 
transportation process. 

SPEED is probably the most important 
single service factor in determining the 
type of transportation shippers use. 
Agricultural goods are unlike most 
others in that the speed with which 
they are transported to market has a 
greater effect on their value. Spoilage 
and fluctuating prices are two ever- 
present elements of risk in the market- 
ing of farm products. 

With the great advance in good 
highways and modern equipment, 
trucks have made big strides in reduc- 
ing transit time, particularly in over- 
the-road speeds. Fruits and vegetables 
grown in the South are commonly 
trucked 400 miles in one night in order 
to  make   early-morning   delivery   in 
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New York, Philadelphia, and Balti- 
more. As the haul lengthens, however, 
the speed advantage of trucks over the 
railroads diminishes, and for hauls of 
more than 1,000 miles the railroads 
carry most of the traffic. As the organ- 
ization and operating efficiency of 
motor carriers continues to improve 
and interstate operating rights are 
extended, it is possible that trucks will 
increase their share of the long-haul 
traffic. 

For example, several motor carriers 
operate schedules that provide for 
third-morning delivery in Chicago for 
fruits and vegetables produced in the 
Central Valley of California. 

Speed is also important in marketing 
some staple agricultural products, 
especially during the harvest season. 
Fast delivery of new grain to market 
substantially reduces the amount of 
loss and damage, particularly when it 
has a high moisture content. Moist 
grain sealed in a boxcar will deteri- 
orate if the transit time is long and the 
financial loss to the owner may be 
considerable. The longer the transit 
time, the greater the opportunity for 
the grain to lose weight from shrinkage. 
Although most of the commercially 
sold grain moves by railroad, more and 
more shippers have been using trucks 
to speed up delivery of grain to market. 
. Motor carriers are sometimes pre- 
ferred to the railroads because of 
convenience. When farm products are 
loaded into commercial trucks at the 
farm or are purchased by merchant 
truckers, the farmer is saved the time 
of hauling his products to market. 
Trucks are suited to the needs of small 
markets, because the less-than-carload 
shipments can be assembled into truck 
loads at assembly points and dropped 
off at markets en route as needed. It 
takes a town of 20,000 population to 
use a carload of citrus fruit. Small lots 
cannot be shipped economically for 
long distances by railroad but they can 
be handled by trucks. 

Transportation cost always is an 
important consideration. As between 
types of carriers, the question of cost is 
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more than simply a comparison of 
rates. Rate differentials, where they 
exist, are important to shippers, but 
where the railroads and trucklines 
actively compete for traffic, rates are 
generally adjusted accordingly. 

One element in total transportation 
cost is the location of assembly points 
and terminal markets with reference to 
rail lines and truck routes. Location 
may be a controlling factor because 
trucks generally provide pickup and 
delivery service without additional 
charge whereas the railroads do not. 

For assembly points and markets 
removed from immediate rail service, 
the added cost of hauling commodities 
by truck to and from rail points may 
alone compel the use of through truck 
service. 

The nature of the commodity and 
the size of shipments also affect cost. 

For relatively bulky commodities, 
which move in large quantities, like 
wheat, the railroads can offer special 
low carload rates, which motor carriers 
generally have not been able to meet. 
But for many commodities that are 
shipped in quantities of less than the 
usual rail carload minimums, the 
motor carriers are able to offer lower 
rates because of the smaller capacity 
of their trucks. A shipment which for 
the railroads may be less-than-carload 
can be full truckload for motor carriers, 
entitling the shipment to a truckload 
rate as compared to a less-than-carload 
rate by rail. 

The costs of transportation have 
claimed an increasing share of the 
total cost of distributing farm products. 
Estimates prepared by the Department 
cf Agriculture show that intercity 
transportation for farm products bought 
by civilian consumers increased from 
g percent to 13 percent of the total 
marketing bill between 1929 and 1949. 
For 1953 the percentage of total mar- 
keting cost chargeable to transportation 
was probably even greater because of 
the substantial increases in freight 
rates over the previous 4 years. The 
level of railroad freight rates in 1953 
was about 79 percent higher than it 
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was in 1938 and 1943. Rates on farm 
products, however, have increased 
somewhat less than have rates for all 
commodities because of holddowns, 
especially on the shipments over long 
distances. 

For many shippers rate increases 
have created serious problems. High 
transportation rates tend to restrict 
the market for many farm products, 
particularly if they must be trans- 
ported far. Both railroads and motor 
carriers recognize this condition and 
frequently make selective rate adjust- 
ments to equalize rate increases from 
competitive producing areas to a 
common market. Shippers also have 
sought to meet the problem of in- 
creased transportation costs through 
wider use of contract trucking arrange- 
ments and by operating their own 
trucking equipment. 

Farmers and handlers of agricultural 
products pay about 4 billion dollars 
a year for the transportation of farm 
products. Agriculture is entitled to 
get its money's worth in rapid, reliable, 
and low-cost transportation. 

Both producers and consumers will 
benefit through a diversified and 
flexible transportation system where 
all types of carriers are permitted to 
operate between producing areas and 
terminal markets in accordance with 
the needs of agriculture and the users 
of its products. (William J. Hudson, 
Don C. Leavens.) 

A Century 
of 
Progress 

A little more than a century ago the 
only means of moving goods from one 
place to another were the horse, the 
boat, and the canal barge. Now we see 
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the diesel locomotive and trailer truck 
so often that we scarcely stop to think 
what they mean to our well-being. 

In most of our cities the current sup- 
ply of food on hand is only enough to 
feed their people for a few days. New 
supplies must arrive each day. The 
process of developing the transporta- 
tion systems that make that possible 
has been actually the process of build- 
ing facilities to meet the needs of a 
growing country and economy. 

By 1920 railroad mileage had grown 
to its peak of 250,000 miles of tracks, 
which reached all major agricultural 
areas. The abandonment of unprofit- 
able lines had brought it down to 
223,000 miles in 1953. During those 33 
years the railroads concentrated on the 
improvement of their facilities.   , 

A major advance during that time 
was the development of the diesel- 
electric locomotive, more powerful and 
more economical than the coal- and 
oil-burning steam locomotives; 65 per- 
cent of all freight service, 70 percent of 
all passenger service, and more than 75 
percent of all yard service was ren- 
dered by the diesel by 1953. 

The capacity of freight cars has been 
increased from an average of 42 tons in 
1920 to 53 tons in 1953. Improved 
trucks and draft gears have provided a 
smoother ride and cushion the impacts 
resulting from taking up slack in trains 
or switching cars in yards. 

Reduction of grades and curves, 
heavier rails and ballast, and elimina- 
tion of the grade crossings have made 
trains safer and faster. Terminals have 
been improved. In a modern train 
classification yard, devices that utilize 
electronics, compressed air, and grav- 
ity have made it possible for one switch 
engine and a few men to do the work 
for which a fleet of engines and many 
men would have been required in 1920. 
Radio, loudspeakers, and two-way 
communication between the main 
office and key points in the yard speed 
the movement of cars. The schedule for 
perishable freight from California to 
Chicago was reduced in 1952 from 7 
days to 6. In 1953 a new expedited 
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service of 62 hours between those 
points was made available to shippers. 

Centralized traffic control, in use on 
more than 20,000 miles of track in 
1954, enables one man, sitting before 
an illuminated map on which moving 
trains automatically show their posi- 
tion, to set signals and throw switches 
over districts of 200 miles or more. 
Radio communication between station 
and train and between front end and 
rear end of trains has become available. 
Road installation of wayside-to-train 
communication increased from 17,000 
miles of road covered in 1949 to 47,000 
in 1953, and installations in yards 
increased from 84 to 220. 

But a good transportation service 
means more than adequate equipment. 
It is important to have enough cars, or 
motortrucks, or river barges, but it is 
just as important to have them avail- 
able where and when they are needed. 
If a grower in California has 10 car- 
loads of lettuce ready for shipment to 
eastern markets today, he needs 10 
cars on track at his packing plant into 
which to load the lettuce today; tomor- 
row is not good enough. Barring unus- 
ual circumstances, a highly organized 
system of refrigerator-car distribution 
maintained by the railroads and the 
car lines sees to it that he has the cars 
today. 

Speed of movement and dependa- 
bility of service have become increas- 
ingly important, with smaller inven- 
tories and faster turnover of food 
supplies. 

Transportation systems must be able 
to adapt to new or changed transporta- 
tion requirements—as when new areas 
are brought into production by recla- 
mation of land; or new products, such 
as frozen foods, must be handled in a 
special way; or a shift in population 
makes necessary the movement of milk 
for long distances. Above all, the costs 
of transportation must be kept at a 
reasonable level. 

The development of new methods 
and facilities for transportation often 
may open up additional outlets for 
the farmer's products and give him a 
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greater choice of potential sales oppor- 
tunities, as illustrated in the marketing 
of livestock. 

Up to about 1920 the movement of 
livestock in the Midwest was by rail- 
road to such markets as Chicago, St. 
Louis, Kansas City, Omaha, Minne- 
apolis, and Sioux City. Unless one 
farmer was feeding enough cattle or 
hogs to have enough ready for market 
at one time to make up a carload ship- 
ment, other cattle or hogs had to be 
assembled from a number of farmers 
by livestock, shipping associations or 
local buyers. 

Then came the motortruck. A local 
trucker, picking up stock from a num- 
ber of farmers in the afternoon, could 
deliver them to a market for sale the 
following morning. The movement of 
livestock was no longer tied to railroads 
and their schedules. Local concentra- 
tion markets and auctions and a tre- 
mendous growth of meatpacking at 
interior points, such as Albert Lea, 
Minn., and Mason City, Ottumwa, 
and Waterloo, Iowa, and other points, 
followed. 

A concurrent development was an 
increase in the sale and direct move- 
ment of livestock from the farmer to 
the packing company—and the by- 
passing of intermediate handlers and 
the lessening of the numbers and cost 
of such services. 

Livestock trucks of the early igso's 
had simple stake and rack bodies with- 
out tops. They could carry only a few 
animals at one time. Modern semi- 
trailers, up to 35 feet long, have strong 
steel frames, aluminum roofs, an en- 
closed nose, sliding doors for proper 
ventilation, and partitions that protect 
animals against injury on their way to 
market. 

Special trailers for hauling grain have 
capacities of 600 bushels and more. 
Some have hopper bottoms or hydraulic 
lifts for quick unloading. Trailers not 
equipped with hopper bottoms usually 
are unloaded at terminal elevators by- 
hydraulic lifts, which raise the front 
of the trailer so that the grain runs out 
into the elevator pit. 

Trucks and trailers with van bodies 
haul many different kinds of farm and 
food products—flour, feed, rice, sugar. 
Insulated and refrigerated,, they trans- 
port dairy and poultry products, 
meats, fruits and vegetables, and 
frozen foods. Tank trucks deliver bulk 
milk to distant cities. Other types of 
tank trucks haul bulk molasses and 
liquid sugar from refineries to can- 
neries and beverage plants. Special 
covered hopper trailers transport gran- 
ulated sugar, flour, malt, and other 
bulk commodities that are susceptible 
to contamination. Deliveries of bulk 
feed are made directly to farms and 
ranches. 
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on lines where greater speed of delivery 
can be obtained at lower cost. Under 
present laws, a railroad may use mo- 
tortrucks only as a substitute for rail 
service which it formerly provided, 
and only with the permission of the 
Interstate Commerce Commission. A 
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ice for motortrucks between large cities 
where highway traffic is Jieavy. One 
or two loaded truck trailers are put on 
a flatcar equipped with means to an- 
chor the trailers in place. The trailers 
are delivered overnight to their des- 
tinations several hundred miles away. 
The next morning the trailers are re- 
moved from the cars, and trucking- 
company tractors hook on and haul 
them away to make deliveries to its 
customers. The railroad charges a flat 
fee for each loaded trailer, with a 
smaller charge for any trailers returned 
empty. The trucking company profits 
by the saving in the wages of drivers 
and wear and tear on its equipment; 
sometimes  it avoids  the payment of 
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taxes for using the highways of inter- 
mediate States. The public benefits 
from the lessening of congestion on the 
heavily traveled roads. 

Some use has been made of freight 
boxes or vans of one-fourth to one-half 
the capacity of a railroad boxcar. The 
vans can be moved readily from the 
bed of a specially equipped motor- 
truck trailer to a railroad ñatear, or 
the reverse. In order to make the shift, 
however, the floor of the ñatear and 
the bed of the trailer must be at approx- 
imately the same level. Such vans 
have also been used for truck-water 
service from ports on the Pacific coast 
to Alaska; the vans are lifted from the 
truck bed to the deck of the ship by the 
ship's tackle, which also is used to 
transfer the vans from the ship to fiat- 
bed truck trailers or fiatcars on arrival 
in Alaska. 

A coordinated rail-water ferry serv- 
ice has been available between certain 
Gulf and Atlantic ports. The railroad 
cars are transferred to shipboard; the 
rails, laid on the decks, have a capacity 
of about i oo cars. 

POSSIBILITIES OF COORDINATION of the 
different types of carriers have been 
widely discussed. The declaration of 
national transportation policy in the 
Interstate Commerce Act refers to 
". . . developing, coordinating, and 
preserving a national transportation 
system by water, highway, and rail, as 
well as other means, adequate to meet 
the needs of the commerce of the 
United States. . . ." Nevertheless, 
there has been a great deal of competi- 
tion but little actual coordination of 
services among the different carriers. 

Railroads, with long trains, low unit 
costs over long distances, and private 
rights-of-way, are better fitted to han- 
dle some traffic than are trucks or in- 
land water lines. On other traffic the 
speed and flexibility of the trucklines 
and their comparatively low costs for 
hauling relatively short distances give 
them an advantage. For some move- 
ments, particularly of commodities in 
bulk where the path of the waterways 

they follow is not too circuitous, the 
barge or boat lines are the most eco- 
nomical. 

Yet the carriers, particularly the 
trucklines and railroads, compete for 
the same traffic, even though some of 
it may not actually produce enough 
revenue to cover all elements of the 
costs of hauling it. In such situations it 
might be that a coordinated rail-truck 
service would mean a profit for both 
and better service to the public, as in 
the case of the truck trailer ñatear 
service. More of this kind of coopera- 
tion would be of benefit to the econ- 
omy of the country. 

Few STRICTLY CARGO PLANES were in 
operation commercially in 1954. Most 
of them were rebuilt passenger planes 
not designed specifically for hauling 
freight. 

Whether air transport becomes a. 
significant factor in the volume move- 
ment of agricultural products will de- 
pend on whether builders can produce 
planes with operating costs sufficiently 
low to be competitive with the surface 
carriers, service considered, and also 
whether air terminals with capacity 
adequate to handle volume tonnage 
may be developed. 

TRANSPORTATION COSTS are not lim- 
ited to the number of cents per 100 
pounds, or bushel, or ton the shipper 
has to pay the carrier to get his product 
from one place to another. Quite as 
important are the cost of the containers 
that protect the commodity in transit 
and during subsequent handling, the 
cost of labor for loading and unloading, 
the shrinkage in weight that might 
occur in transit, and the losses and 
damage that result from rough han- 
dling of cars in trains or terminal 
switching and through failure of re- 
frigeration in transit. 

The relative inflexibility of freight- 
rate levels, which have become higher 
and higher, has led shippers to seek 
ways to cut the auxiliary costs—toward 
better methods of loading to reduce 
transit   damage   to   the   commodity; 
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cheaper containers better adapted to 
efficient methods of handling into and 
out of cars and trucks; the use of labor- 
saving materials-handling equipment; 
the possibilities of savings through the 
use of shipping pallets; more efficient 
and less costly protective services, such 
as refrigeration; and improvements in 
cars and motortrucks. The shippers 
look, too, to the possibilities of elimi- 
nating traditional intermediate mar- 
keting services that may be avoided and 
marketing in bulk some commodities 
that have been moved in containers. 

Progress has been made along many 
of those lines. Research and experi- 
mentation with refrigerator cars and 
motortrucks have brought about many 
changes in the equipment and in 
methods of refrigeration. The improve- 
ments have saved shippers millions of 
dollars annually. But more work in 
those and other fields remains to be 
done.  {John C, Winter.) 

Iceboxes 
on 
Wheels 

Refrigeration in transportation has 
been the lifeline of marketing high- 
quality perishable foods. 

Since i goo the railroad car compa- 
nies have constructed an immense fleet 
of refrigerator cars for hauling foods to 
terminal markets. Refrigerated trailer 
trucks came later. 

Some of the improvements in refrig- 
erator cars are insulated bulkheads, to 
keep the product loaded at the bunkers 
from freezing; basket bunkers, to in- 
crease the refrigerating efficiency; the 
increased thickness of insulation and 
provision for more complete air circu- 
lation. Refrigerator cars for transporta- 
tion of nonfrozen foods have 4 to 4.5 
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inches of insulation. Superinsulated 
cars for frozen foods have 6 to 8 inches. 
A construction feature that gives better 
air circulation is the space—3.5 to 7 
inches—between the floor racks and 
the car floor. An inch of space is pro- 
vided behind wall racks in some cars 
built to transport frozen foods. 

Refrigeration in rail cars is obtained 
primarily by the use of iced bunkers. 
Most cars have bunkers at both ends, 
but some have overhead bunkers 
instead. Some refrigerator cars are 
equipped with fans to circulate air 
through the iced bunkers and around 
and through the load. The fans are 
operated by a belt connected to a 
rubber-covered drive wheel which 
rests on the wheel of the car and oper- 
ate only when the car is in motion. 
The forced air circulation accelerates 
cooling of the commodity and reduces 
the usually wide spread of temperature 
between the top and bottom layers of 
the load. Approximately 45,000 cars, 
or 43 percent of all refrigerator cars, 
were equipped with fans in 1953. 

Ordinary water ice is most com- 
monly used for cooling refrigerator cars. 
For hauling frozen foods, however, re- 
frigerants capable of holding the tem- 
perature down to 00 F. are needed. 
And the cars, being insulated, are also 
used for keeping products warm that 
would be damaged from freezing or 
overcooling. Tropical fruits, for ex- 
ample, may need to be kept as high as 
650 F. For such service heaters are 
installed in the cars in winter. Cars in 
standard refrigeration service are ini- 
tially iced to capacity, sometimes re- 
iced before starting, and re-iced to 
capacity at all regular icing stations, 
which generally are located along the 
railroad right-of-way about 24 hours' 
running time apart. 

Modified refrigeration service con- 
sists of variations from the standard 
service, such as initial icing only, re- 
icing only at selected points, or icing 
in the upper half of the bunkers only. 

Leafy vegetables and some other 
high-moisture produce, such as cauli- 
flower and corn, require body icing. 
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Crushed or snow ice is placed in and 
between the packages and over the 
load. Melting of the crushed ice tends 
to keep the vegetables fresh and moist. 
When a product is body iced, it usually 
is not necessary to ice the bunkers ex- 
cept in the summer on transconti- 
nental runs. 

Heavily insulated cars are required 
for shipping frozen foods by rail. Re- 
frigeration is obtained by the use of a 
mixture of water ice with 30 percent 
salt added, or by mechanical units 
installed in the cars. In some instances 
dry ice (solid carbon dioxide) is used 
in bunkers alone, or in conjunction 
with some secondary refrigerant. The 
number of refrigerator cars suitable 
for holding 00 temperature cannot ac- 
commodate all of the frozen-food traffic. 

The key to suitable long hauls of 
frozen foods by rail seems to be more 
and mechanically better refrigerator 
cars. The best temperatures to be ob- 
tained from water ice and salt are often 
too high for ample protection of frozen 
foods, and the cost of dry ice seems to 
stand in the way of rapid development 
of its use. There were 396 mechanical 
refrigerator cars operating over the 
railroads in 1953; 301 additional cars 
of various types were on order. 

Experiments in truck refrigeration 
have progressed along with the devel- 
opment of motortruck transportation. 
First attempts to refrigerate trucks con- 
sisted of the use of water ice and salt in 
barrels or boxes. The method did not 
chill all parts of the load uniformly. 
Then bunkers were installed in trailers 
and air was circulated over the water 
ice and throughout the load by means 
of a fan over the bunker. The fans are 
belt driven by small gasoline engines 
on the outside of the trailers. Water ice 
in bunkers has proved to be satisfactory 
for truck shipments of fresh fruits and 
vegetables. Dry ice in bunkers is satis- 
factory for some fresh products and for 
frozen foods if fans are used for air 
circulation. Sometimes dry ice is used 
with a secondary refrigerant. 

Mechanical refrigeration in motor- 
trucks has been developed so that it is 
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a popular and reliable system. Units 
are available in several types and 
models. Some can maintain tempera- 
tures as low as —20o to —25o; others 
may be capable of only 00 to — 50. 
Manufacturers of all systems claim 
that their installations will maintain 
constant temperature control within a 
few degrees of the thermostatic setting. 
In a test conducted in 1952 by the 
Department of Agriculture on a newly 
developed system of mechanical refrig- 
eration with a truckload of frozen 
turkeys from California to Massachu- 
setts, the refrigeration unit held product 
temperature to —130 for n days. 
{James A. Mixon, Harold D. Johnson,) 

Regulations 
and 
Policies 

For a long time farmers have known 
the close relationship between effective 
regulation of transportation and satis- 
factory rates and services. They have 
had a decisive role in the development 
of Government regulation of railroad 
rates and services, beginning with the 
Granger movement of the 1870^ and 
extending to Federal control with the 
passage of the Act to Regulate Com- 
merce in 1887, which created the 
Interstate Commerce Commission. 

Ever since that time, agricultural 
groups have been keenly interested in 
the question of transport regulation. 
They supported many amendments to 
strengthen Federal control of railroads 
between 1887 and 1920. They spon- 
sored the Hoch-Smith Resolution in 
192^, by which they hoped to get 
adjustments in rail rates in order to 
relieve the agricultural distress of the 
1920's. During the depression of the 
I9305s farmers tried to have reduced 
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the high freight rates then in effect as 
one means of relieving their distress. 

Failing to do that and faced with a 
proposed 15 percent increase in rail 
rates in 1937, farm groups secured the 
adoption of section 201 of the Agri- 
cultural Adjustment Act of 1938. It 
authorized the Secretary of Agricul- 
ture to present economic data on the 
agricultural situation to the Interstate 
Commerce Commission and to file 
complaints against rates and charges 
on farm products. The Department of 
Agriculture has been active in cases 
covered by that legislation. 

ALL THE MAJOR FORMS of domestic 
carriers—railroads, pipelines, water 
lines, motor carriers, and air carriers— 
are regulated. All but the air carriers 
and the natural gas pipelines arc sub- 
ject to the jurisdiction of the Inter- 
state Commerce Commission, under 
the provisions of the Interstate Com- 
merce Act, as amended. 

The air carriers are regulated by the 
Civil Aeronautics Board, which was 
created with the passage of the Civil 
Aeronautics Act of 1938. 

The natural gas pipelines have been 
regulated by the Federal Power Com- 
mission since 1938. 

Railroads are more completely reg- 
ulated and have been regulated longer 
than the other types of transportation. 
The scheme of regulation developed 
for railroads has generally been applied 
to the other systems, but with many 
modifications, especially with respect 
to contract and specialized or bulk 
carriers. 

Haulers of farm products by truck, 
for example, are exempt from the eco- 
nomic regulatory provision of the 
Motor Carrier Act of 1935 (part II of 
the Interstate Commerce Act). Bulk 

»carriers of grain by water are also 
exempt from the economic regulatory 
provisions of the Transportation Act 
of 1940 (part III of the Interstate 
Commerce Act). 

Common carriers are closely regu- 
lated. They must have a certificate of 
public  convenience  and  necessity  in 
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order to operate. They must charge 
reasonable and fair rates. Strict con- 
trol is exercised over their security 
issues, accounts, reports, pools and 
combinations, and discriminations. 
Their minimum and maximum rates 
are regulated. 

Contract carriers are less completely 
regulated than common carriers, as 
they are not subject to the same legal 
requirements. Contract carriers must 
secure a permit to operate and file 
their contracts with the regulatory 
agency. They must observe minimum 
rates, keep accounts, and submit 
reports. 

Private or noncommercial carriers 
are not regulated, except with respect 
to safety and sizes and weights of 
vehicles. 

TRANSPORT REGULATION, by no means 
a static matter, has been modified in 
scope, form, and purpose since the 
Act to Regulate Commerce was 
adopted in  1887. 

The railroads until 1920 were gen- 
erally regulated as a monopoly, al- 
though attempts were made to enforce 
competition among the carriers. The 
many regulatory amendments adopted 
between 1887 and 1920 increased the 
duties and powers of the Interstate 
Commerce Commission with respect 
to certain practices considered inimi- 
cal to the public interest. The rail- 
roads encountered financial and serv- 
ice difficulties during the First World 
War and were taken over for Federal 
operation. 

When they were returned to their 
owners in 1920, the Congress decided 
to change regulatory policy in several 
important respects. In the Transporta- 
tion Act of 1920 the major permanent 
provisions were designed to create and 
maintain an economical and efficient 
system of railroad transportation. The 
Interstate Commerce Commission was 
instructed, so to speak, to become a 
friendly but firm elder brother to the 
railroads, rather than a stern and per- 
haps hostile critic and disciplinarian. 

But  the   depression  in  agriculture 
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that began in the 1920's, the rise of 
competition by the motor, water, and 
finally air carriers, and also the general 
business depression of the thirties 
changed the situation in a way that 
could not have been foreseen in 1920. 

Rail revenues declined 50 percent 
between 1929 and 1933. Rail credit 
was in a sad state in the 1930's. Rail 
insolvencies were at a record high level 
in 1938. 

A large diversion of traffic to the 
competing modes of transportation 
occurred and changes in the location 
of industrial and agricultural produc- 
tion probably took place in order to 
avoid high railroad rates. 

Other forms of transportaion  had 
financial difficulties after 1929. Heavy 
subsidies from the Federal Government 
probably kept the water and air car- 
riers from going under. Oil pipelines 
and   motor  carriers  fared  somewhat 
better, but many companies, especially 
those that ran trucks and buses, failed. 

The Congress soon after 1930 conse- 
quently adopted a series of laws that 
had the effect of broadening greatly 
the scope of the Interstate Commerce 
Act, enlarging the powers and duties 
of the Interstate Commerce Commis- 
sion, and otherwise increasing Federal 
control of the means of transportation. 

The first significant depression meas- 
ure was the Emergency Transportation 
Act of 1933. Among other things, it 
established the Office of Federal Coor- 
dinator   of  Transportation   to   study- 
ways to improve conditions in all forms 
of transportation, to effect economies 
and eliminate waste in railroad opera- 
tion,   and   to   promote   the   financial 
reorganization of railroads. The Fed- 
eral   Coordinator  was   authorized   to 
issue orders if necessary to accomplish 
the purpose of the act. 

The act did not work out as expected 
because of the opposition of railroads, 
organized labor, and communities 
likely to be affected adversely by a 
reform of railroad operations. The 
Federal Coordinator could make pro- 
posals but hesitated to issue orders that 
would be binding on the carriers. His 
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office during its 3-year life became 
essentially a research organization for 
the investigation and report of ways 
and means of improving transporta- 
tion conditions. The reports were of 
two types. One type dealt with ques- 
tions of regulation and legislation, and 
four reports were issued. Some of the 
legislative recommendations of the 
Federal Coordinator were adopted by 
the Congress, particularly the recom- 
mendation that Government regula- 
tion should be extended to motor and 
water carriers. The other type of 
report was concerned with specific 
methods of improving the services and 
operations of the railroads. These sug- 
gestions were not received favorably 
by the industry. 

The Congress passed the Motor 
Carrier Act in 1935 as part II of the 
Interstate Commerce Act; the former 
Interstate Commerce Act became part 
I of the enlarged act. It grew out of a 
combination of circumstances: Refusal 
of the United States Supreme Court in 
the Duke case in 1925 to permit a State 
to regulate the affairs of interstate 
motor carriers within the State; and 
support of Federal legislation by rail- 
roads and railroad unions, by the 
Interstate Commerce Commission, 
and by the older concerns who wished 
protection against afly-by-night" oper- 
ators. 

The chief opposition to the new 
statute was voiced by farm organiza- 
tions, who feared that regulation 
would hamper trucking operations for 
the benefit of the railroads. Consumer, 
shipper, and the traveler groups also 
refused to support the legislation. 
Some truckers, chiefly contract car. 
riers, were skeptical. But the opposition 
was not powerful enough to overcome 
the forces that favored the act. 

While, in the main, the interstate 
motor carriers are regulated on the 
railroad pattern by the 1935 law. 
there is a fair number of significanl 
differences. Many motor carriers, in- 
cluding haulers of farm products, are 
exempt from economic regulation, and 
small motor operators are not regu- 
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lated so completely as are the large 
operators. Motor carriers, unlike rail- 
roads, also are not subject to the long- 
and-short-haul clause (which prohibits 
higher rates for shorter than for longer 
hauls of the same class of traffic over 
the same line in the same direction, the 
shorter haul being included within the 
longer), and their intrastate rates can- 
not be controlled by the Interstate 
Commerce Commission. 

The domestic water carriers were 
placed under the Commission's juris- 
diction with the passage of the Trans- 
portation Act of 1940 (part III of the 
Interstate Commerce Act). As in the 
case of motor-carrier regulation a few 
years earlier, this legislation was sup- 
ported chiefly by groups within the 
industry, by the railroads, and by the 
Commission. It was not the result of 
complaints by shippers using the water 
carriers. Farm groups voiced opposi- 
tion to the proposed law, fearing that 
the regulation might be in the interest 
of the carriers and not the public. 

The Transportation Act of 1940 
transferred to the Interstate Commerce 
Commission the jurisdiction over the 
water carriers engaged in domestic 
commerce previously placed in the 
hands of the Maritime Commission. 
It also brought additional domestic 
water carriers under regulation, and 
greatly enlarged the Interstate Com- 
merce Commission's power over all 
the water carriers covered by the act. 
Common carriers are more completely 
regulated than contract carriers. Cer- 
tain bulk carriers of commodities such 
as grain, iron ore, and coal, as well as 
tankers and the private carriers, are 
exempt from regulation. Those exemp- 
tions are of sufficient importance to 
cause the Commission to complain 
that its jurisdiction "is limited to a 
small proportion of the total transpor- 
tation by water performed in the 
United States." It is true that probably 
not more than 1 o percent of the domestic 
water tonnage is subject to the act. 

One other piece of depression regula- 
tory legislation worthy of note here is 
the Civil Aeronautics Act of 1938. It 
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followed, in the main, the model 
established in the Interstate Com- 
merce Act, but the Congress created a 
new body, the Civil Aeronautics 
Board, to exercise the regulatory 
powers, rather than placing them with 
the Interstate Commerce Commission. 
The act was of no direct interest to 
farmers, who made little use of air 
service at that time. 

The only important regulatory inno- 
vation since 1940 was the establish- 
ment of freight-forwarder regulation 
in 1942, with enactment of part IV of 
the Interstate Commerce Act. It gave 
the Interstate Commerce Commission 
authority over freight forwarders, ex- 
cept by air, much like its authority 
over rail, motor, and water carriers. 
Freight forwarders are car-loading and 
truck-loading companies that act as 
middlemen between shippers and car- 
riers in the movement of merchandise 
and other high-rated freight. 

IT MIGHT APPEAR that the era of ex- 
perimentation with national regula- 
tory policy has come to an end and 
that no further major changes will be 
required. The country had a long 
period of sustained prosperity during 
and after the Second World War. All 
forms of transportation experienced 
substantial increases in traffic and 
revenues after 1940. 

Prices and costs rose sharply since 
1940, but freight and passenger rates 
also advanced substantially. The rail 
freight-rate level in 1953 averaged 
about 80 percent above the level at the 
end of the war. Rail freight rates were 
increased 11 times between July 1946 
and May 1952. 

Other modes of transportation have 
also had important increases in their 
rates and charges, particularly since 
1946. It would be natural to assume 
that carriers, shippers, and travelers 
should all be prosperous and, therefore, 
content with the existing system of 
regulation. 

A deeper look into the situation, 
however, is needed. 

Many carriers were in a weak finan- 
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cial condition in 1954, despite the high 
rates and the generally heavy traffic. 
Without large Government subsidies, 
numerous water and air carriers would 
face disaster. A slackening of general 
economic activity would affect all the 
carriers seriously and many could not 
survive even a moderate recession 
without help. 

And, while farmers and other users 
of transport service show greatest con- 
cern over rates in periods of depression 
and low commodity prices, they have 
been disturbed about the rising trend 
of freight rates since the war, and they 
wonder whether regulatory policy may 
not be at least partly responsible for 
the situation. 

Evidence of the widespread dissatis- 
faction with regulatory policy is found 
in proposals for reorganizing national 
transportation activities, including 
subsidy and promotion as well as 
regulation, and in the many studies of 
specific aspects of transportation, such 
as the rail passenger deficit, subsidies, 
relative economy and efficiency, taxes, 
and competition. The studies have 
been conducted under governmental 
and private auspices. 

CRITICS of regulatory policy divide 
over the question of what changes in 
policy should be made. Some believe 
that, in view of effective competition 
among the carriers, public regulation 
or at least thoroughgoing regulation 
is unnecessary or harmful. 

Other critics think that some regula- 
tion should be retained, primarily to 
control the monopolistic practices of 
carriers. These groups think that the 
competitive modes, such as highway 
and water carriers, should not be 
regulated. A modification of this view 
is that regulation should be confined 
to the prevention or elimination of 
specific abuses, like extortionate rates 
and unjust discriminations, and the 
safeguarding of safety and public in- 
vestment in transport facilities. 

A few authorities suggest that more 
regulation is needed to improve the 
situation. 
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Before deciding whether any of these 
suggestions has merit, it is necessary to 
set forth standards by which to evalu- 
ate them and the present system of 
regulation. The statement of national 
transportation policy incorporated into 
the Transportation Act of 1940 serves 
this purpose well. According to this 
statement, the intent of the Congress is 
to develop, coordinate, and preserve 
a national transportation system ade- 
quate to meet the commercial, postal, 
and military needs of the country. The 
several modes of transportation are to 
be fairly and impartially regulated, 
with the inherent advantages of each 
preserved. None is to be artificially 
restricted in favor of a competitor. All 
are to be coordinated in the economic 
sense that each carrier is serving the 
traffic it is best fitted to carry. All of 
the regulatory statutes contain pro- 
hibitions against unreasonable rates 
and discriminatory rates and service, 
and all reject the monopolistic organi- 
zation of transportation. Implicit in 
this ideal of fair and impartial regula- 
tion is free user choice, which would 
presumably act intelligently on the 
basis of rate and service competition 
to allocate the available traffic eco- 
nomically among the several modes of 
transportation and among the individ- 
ual carriers. 

Assessed in these terms, public policy 
falls somewhat short of assuring "fair 
and impartial" regulation that will 
preserve the "inherent advantages" of 
each mode. The ideal can be realized 
only if the rates and services offered 
shippers and travelers reflect appro- 
priate economic costs. But preferential 
subsidies nullify to a great extent the 
regulatory policy of recognizing and 
preserving the inherent advantages of 
each mode. The "costs" confronting 
the regulatory bodies are not strictly 
comparable, and the rates established 
do not express the true economic 
realities. Subsidies to transportation 
agencies have led to misapplication of 
resources and made the task of regula- 
tion a difficult one. 

As  for  the  relative  merits  of the 
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proposed alternative regulatory poli- 
cies, mentioned above, it would appear 
that a more flexible scheme of control 
would assist in establishing the kind of 
optimum transport system visualized 
in the statement of national transporta- 
tion policy. Large-scale carriers tend- 
ing to be monopolies should be regu- 
lated to prevent excessive earnings and 
to secure the benefits of scientific and 
technological progress for the public. 
The railroads and pipelines continue 
to be carriers of this type. The truly 
competitive, small-scale carriers should 
be regulated only as to abuses that 
cannot be corrected through free 
competition. Motor, water, and air 
carriers tend to be enterprises of this 
character. 

. The point to be emphasized is that 
the amount and kind of regulation 
should be adjusted and applied accord- 
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ing to the economic characteristics and 
behavior of each mode of transporta- 
tion. 

Regardless of the Federal agency or 
agencies that perform the promotional 
function, Government will no doubt 
continue to provide some kinds of basic 
transportation facilities. 

To date, no feasible alternative has 
commended itself to the public for the 
construction and management of an 
improved system of highways, water- 
ways, and airways. The practical prob- 
lem is how to coordinate these pro- 
grams with one another and with 
regulatory policy, to the end that the 
public may enjoy the services of a truly 
modern, efficient, and economical 
system of transportation. Farmers, no 
less than the public generally, have a 
vital interest in the solution of this 
problem. {Ralph L. Dewey.) 

COMPARISON OF FEDERAL CONTROL OF MOTOR CARRIERS 

BY TYPE OF CARRIER 
BASED ON THE INTERSTATE COMMERCE ACT,  AS AMENDED 

CARRIERS SUBJECT TO COMMON CONTRACT 
EXEMPT 
VEHICLE 

FOR-HIRE 
PRJYATE 

Scheduled service restrictions 

Control of credit extension, specific rate, and maximum rate 

Control of minimum rate 

Tariff or rate schedule filing, publishing, complaint, investigation, 
and suspension 

Restrictions as to operating route and area 

Restrictions as to terminal location, intermediate route point, 
and off-route point 

Security issuance control 

Public liability insurance 

Financial and statistical reporting 

Commodity restrictions 

Equipment standards 

Vehicle safety regulations 

Employee maximum hour* restrictions 

Employee qualifications 



Storage 

r cirni products are stored to 

make them available the year around, to balance periods 

of plenty and periods of scarcity, and sometimes to make 

them more used. Each class of farm products has its own 

particular conditions under which it can be stored with- 

out much, if any, loss in quality. The requirements range 

from the one extreme of no structural facility to large 

cold-storage houses with elaborate equipment. The aver- 

age farmer does not give enough thought when he stores 

his products with a public warehouseman. Many times 

he does not know what will, or will not, happen to his 



products in storage. Public warehouses are similar to 

banks in many ways. Products are stored in warehouses; 

money is placed in banks; in both, the depositor has a 

legal right to get back in kind and value the thing he 

deposited. Protection of depositors in public warehouses, 

however, has not kept pace with the protection given 

depositors in banks. Here we offer farmers some advice 

about assuring themselves that their products are safely 

and properly stored. 

Ways and 
Means of 
Storage 

All products are technically in stor- 
age during the interval between har- 
vest and consumption. During that 
time they may be moved from one 
place to another; be processed by can- 
ning, curing, freezing; or subjected to 
various treatments such as grading, 
sorting, and packing, any of which 
may change their form, shape, and 
taste so that a different product results. 

Our major grain crops average about 
6 billion bushels a year, which move 
into storage at harvesttime to be uti- 
lized later. In recent years more than 
1.5 billion bushels have been carried 
over from one year to the next. 

Our cotton crop may be as much as 
15 million bales, with a yearly carry- 
over of at least 2 million bales, all of 
which must be stored. A crop of 15 
million bales yields about 5 million 
tons of cottonseed, which also must 
be stored until it is used. 

We usually keep in storage more 
than a year's supply of tobacco at all 
times. As the new crop is harvested, 
stocks in storage may exceed 3 billion 
pounds, out of which moves cured to- 
bacco for domestic manufacture and 
export. 

We can store only a few of our fruits 
and vegetables in the fresh state for 
any length of time, although apples, 
potatoes, onions, and a few others are 
stored for several months in the fresh 
form before being eaten. Many fruits 
and vegetables are preserved by can- 
ning, pickling, freezing, and drying. 
Some 70 billion pounds of vegetables 
are consumed annually in the United 
States. Roughly 80 percent of this vol- 
ume is consumed fresh, 17 percent 
canned, and 3 percent frozen. About 
30 billion pounds of fruits are included 
in the diets of our people each year. 
About 17 billion pounds are consumed 
fresh, 7.5 billion canned, 3 billion 
frozen, and 2.5 billion pounds con- 
sumed in the dried form. 

We tend to consume meats at the 
rate the live animals are marketed 
from farms. Reported storage stocks of 
fresh and cured meats at times reach a 
total of about 750 million pounds, but 
probably a larger volume is involved 
in the normal movement in marketing 
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channels from slaughter through retail 
stores. 

We may have on hand as much as 
125 million pounds of butter, 250 mil- 
lion pounds of cheese, and also large 
amounts of canned and dried milk 
products in any year. Cold-storage 
holdings of shell eggs sometimes reach 
a peak of more than 5 million cases in 
July. Additional quantities of eggs are 
stored after drying or freezing. 

EACH GLASS of farm product has its 
own particular conditions under which 
it can be stored without much, if any, 
loss in quality. 

Some products, like tobacco and 
cheese, go through a storage period— 
curing—to improve quality. Some 
crops, such as hay, can be stored in 
stacks in the field without great loss in 
quality. Cotton can be stored without 
serious damage with little protection. 

But products like whole milk, meats, 
green vegetables, and fresh fruits re- 
quire exacting temperatures, humidi- 
ties, and ventilation. Even then they 
may spoil so rapidly that they must be 
canned, frozen, or otherwise processed 
if their edible qualities are preserved. 

Because of these variations, storage 
requirements range from the one ex- 
treme of no structural facility to large 
cold-storage houses with elaborate 
equipment. 

IT is ESTIMATED that at least 10,000 
cotton storage houses in the country 
have a capacity of 20 million bales. 
Since cotton bales can be stored almost 
any place, the volume of suitable cot- 
ton storage space can be considered 
quite variable. 

Grains are more exacting. The mois- 
ture content of grain must be suitable 
for storage and must be kept at that 
level while the grain is in storage. 
Most of our facilities for storing grain 
are on farms in the form of corn cribs, 
bins of wood and metal, and other 
containers into which bulk grains are 
stored after harvest. Farm structures 
and facilities were used to store about 
6 billion bushels of harvested grain in 
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1953. Off-farm storage space in more 
than 20,000 grain elevators at country 
and terminal points is estimated to be 
sufficient to store about 2 billion bush- 
els of bulk grain. 

Much of the storage space in grain 
elevators is used primarily to assist in 
the market movement of grains, with 
one lot of grain remaining in such 
space for only a short period. There- 
fore, although enough off-farm grain 
storage space is in existence in the 
country to store about all the grain 
which so far has needed to be stored 
off the farm, much of such space is ap- 
parently needed in the market move- 
ment of grain and is not available for 
longtime storage. 

THE TOTAL AMOUNT of refrigerated 
storage space reported in public, pri- 
vate, and semiprivate warehouses in 
1953 was 711 million cubic feet. It was 
used mainly to store fruits and vege- 
tables, meat products, poultry prod- 
ucts, and fish. An enormous amount of 
storage space for canned and packaged 
foods and other dry groceries and pro- 
visions is maintained by manufacturers 
and processors, by wholesalers and re- 
tailers, and in pantries and kitchens 
in households. 

Most types of tobacco are stored 1 
to 3 years. Space in tobacco ware- 
houses is estimated to be enough to 
store more than 3 billion pounds of 
tobacco. Numerous tobacco houses on 
farms and auction warehouses, where 
the product is sold, provide additional 
storage space. 

The amount of space in barns and 
other storage structures on 5 million 
farms, in the structures at processing 
plants, in wholesale warehouses and 
stores, in 375,000 retail foodstores, and 
in some 50 million dwelling units 
probably exceeds the known space 
enumerated in the foregoing. 

Surplus or reserve stocks generally 
should be stored close to the area of 
production. Transportation costs for 
getting them into storage are thereby 
kept down and storage facilities and 
operations are usually less expensive. 
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As the storage period progresses, there- 
fore, if prices fall (instead of going up 
enough to cover the additional costs of 
storage) chances are much better of 
holding down economic losses. Also, if 
the product is somewhat perishable 
and is stored for an indefinite period 
and sorting, grading, and packaging 
are performed before marketing, or the 
product is changed in form and stored 
for an indefinite period before move- 
ment into distribution channels, stor- 
age facilities close to production areas 
will aid in preventing undue waste of 
labor and capital. 

Considerable amounts of wheat and 
cotton can be stored some distance 
from the point of production along the 
principal channels of domestic and ex- 
port movement. Railroads encourage 
the practice by granting transit priv- 
ileges, which permit storage at points 
along the major routes under through 
rates. For example, one large grain 
elevator at Enid, Okla., draws its sup- 
plies mainly from the Winter Wheat 
Belt. Grain is moved from farms to 
country elevators at harvest so that 
sufficient quantities can be assembled 
to permit carlot shipments by rail. A 
number of country elevators in turn 
feed large subterminal elevators, where 
the product is stored until its final 
destination becomes known. 

SUBSTANTIAL quantities of wheat are 
also stored in large terminal elevators 
in ports like Galveston, New Orleans, 
and Baltimore in order to expedite 
export operations. Only sufficient vol- 
umes to permit shipload quantities 
reasonably sure to move through the 
particular terminal are stored there at 
any one time. 

Substantial volumes of wheat also 
are stored at points of processing in 
large cities near or in the general areas 
of production or along the major flow 
route. Minneapolis, Kansas City, and 
Buffalo are examples. The purpose is 
to assure necessary supplies—working 
stocks—for stable blends and efficient 
operations. 

Corn, primarily a feed crop, gener- 
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ally is stored on the farm in the area 
where it is used. Exports and domestic 
nonfeed uses seldom take more than 
10 percent of an average corn crop. 

Facilities necessary to protect the 
stored corn in most places are rela- 
tively inexpensive. 

STORAGE of apples in cold-storage 
plants at or near the orchard has be- 
come important because of the time, 
labor, and facilities required for proper 
sorting and packing. Refrigeration 
near the orchard relieves packers and 
shippers from having to pack and ship 
the fruit immediately after picking. 
The orchardist can protect his fruit 
while it awaits packing and he can 
employ a crew of skilled sorters and 
packers for longer periods instead of 
having to mobilize large crews of inex- 
perienced workers for a short time. 
Some varieties of apples can be stored 
5 to 7 months. Orchardists who grow 
varieties that ripen at different periods 
can utilize storage houses efficiently for 
a large part of the year. However, 
quantities of apples are stored in public 
cold storages in large cities and in 
wholesale produce warehouses for the 
purpose of providing pipeline stocks in 
the distribution system and evening 
out fluctuations in supply and demand. 

Late-crop potatoes are stored in rela- 
tively inexpensive "common" or air- 
cooled warehouses or underground 
pits and cellars. In Maine, New York, 
Idaho, and the Red River Valley, 
where most late potatoes are grown 
commercially, outside temperatures 
during harvesting and storing alike are 
such that permit natural storage. 
Therefore, because of the climate in 
the area, the relatively long distances 
to markets, and low value per pound, 
it is more economical to store most 
late-crop potatoes on farms or in 
potato storage houses in the area of 
production until they are marketed. 

THE MORE COMPLEX the marketing 
system for a particular commodity and 
the greater the distance between the 
production and consumption areas, the 
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DISTRIBUTION OF GROSS REFRIGERATED STORAGE SPACE BY TYPE OF 
WAREHOUSE, Oct. 1,1943-Oct. 1.1951 
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greater is the need for quantities of the 
product to be stored at various points 
in the marketing channels. For ex- 
ample, large amounts of butter are 
stored in cities close to the area of pro- 
duction and in large consuming cities 
great distances from where the butter 
is produced. 

Many products that require expen- 
sive storage facilities are stored for rela- 
tively short periods. Those facilities 
may be utilized more efficiently if they 
are located so as to permit other sur- 
plus products to be stored in the same 
space at other periods of the year. 

Butter, frozen cream, shell eggs, and 
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similar commodities therefore are 
stored in public cold storages in cities 
near the producing areas, in transit at 
points along major flow routes from 
producing areas to consumption areas, 
and in large consuming centers. 

Many products must be properly 
matured before they are put into stor- 
age. The length of storage life of most 
perishable commodities depends not 
only on how nearly proper tempera- 
ture and humidity conditions are 
maintained in storage, but also on 
how promptly heat is removed from 
them immediately after harvest. With 
many perishable products, precool- 
ing—the prompt application of refrig- 
eration prior to normal storage or 
transportation—is the key to success- 
ful storage. 

Fresh fruits and vegetables, living 
organisms, continuously generate heat 
and evolve carbon dioxide during stor- 
age. As each commodity has its own 
peculiar requirements, best storage 
temperatures and humidities are deter- 
mined by experimentation and study. 

A summary of effects on fruits, vege- 
tables, and some other perishable prod- 
ucts of storage conditions is given in 
Circular 278, Storage of Fruits, Vege- 
tables, and Cut Flowers, of the Depart- 
ment of Agriculture. Similar informa- 
tion is given for other food products in 
Saje Storage of Food, published by the 
Department of Agriculture in 1945. 

SOME PRODUCTS require controlled 
atmospheric conditions. For example, 
apples as they ripen in storage give off 
ethylene gas, which stimulates the 
ripening of other apples in the room, 
and other gases, which (if allowed to 
accumulate around the fruit) cause 
apple scald. By purifying the air with 
activated coconut-shell carbon (char- 
coal) one can remove naturally evolved 
ethylene and scald gases and keep the 
fruit firmer and better. 

Protection also must be provided 
against fire, theft, wind, vermin, and 
other types of possible losses. Proper 
sanitation must be maintained. {Russell 
L. Childress, Thew D. Johnson,) 
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Unsafe 

Storage 

To the farmer who stores his prod- 
ucts on his farm, safe storage generally 
means getting them out of the weather. 
He knows that rain, wind, and sun- 
shine lower their quality, but he may 
not reckon with the dangers of loss 
from fire. He may think little of the 
harm excess moisture and heat may do 
to grains, beans, and nuts or the tre- 
mendous losses rodents and insects can 
cause. 

Nor does the average farmer give 
enough thought when he stores his 
products with public warehousemen. 
Again his first idea is to place them 
under shelter. Many times he lets some 
itinerant trucker take his grain to a 
elevator without knowing what kind 
of protection the elevator affords or 
what equipment it may have. He may 
know little about the financial respon- 
sibility of the elevatorman or whether 
qualified persons will properly inspect, 
grade, and weigh the grain. He often 
does not know whether the grain 
will be sold or shipped somewhere 
else for storage. 
. Frequently he is not offered a ware- 
house receipt. Even when he does ask 
for one he sometimes does not get it 
until months after he has deposited the 
grain with the warehouseman. Some 
farmers do not think about a receipt 
unless they want to borrow on the 
product. Some refuse a receipt, fearing 
they might lose it. Some do not read 
the terms of their receipts. 

Failure to get the receipt may mean 
that the farmer has not stored his 
product but has actually sold it to the 
warehouseman at the market price on 
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the day of deposit. Such a transaction 
may come about through the tariff of 
the warehouseman. Sometimes the 
first item in the warehouseman's tariff 
reads: "Unless arrangements are made 
for storage before grain is received, 
grain will be purchased by us at 
market price on-the date received." 
The tariff is posted at the warehouse. 
It is supposed to give notice to all de- 
positors of the conditions on which 
their grain is received. Perhaps several 
months afterward, when the grower 
comes for his grain, he is told (par- 
ticularly if the price has gone up) that 
the grain was bought by the ware- 
houseman on the date the farmer de- 
posited it with the warehouseman. 
Settlement is made as of that date. If 
the market went down in the mean- 
time, settlement may be made on the 
basis of market on the day the farmer 
called for his grain. If no question is 
raised, the farmer may be charged 
storage from the date the grain entered 
the warehouse until the date he calls 
for delivery, even though the grain 
was sold the same day or a few days 
after it was deposited. 

Or the tariff might specify that grain 
is deposited on the basis that the ware- 
houseman may dispose of it when he 
wishes and that settlement will be 
made according to the price in that 
market when the depositor demands 
the grain. That results in several situa- 
tions, none good. It permits the ware- 
houseman to use the grain of depositors 
as his working capital. If the market 
should fall between the time the ware- 
houseman sells the grain and the time 
the depositor calls for it, the ware- 
houseman has been in position to make 
a profit out of the depositor's grain 
though he had not invested a cent in it. 
If the warehouseman failed since the 
date of deposit, the farmer would not 
be able to get the grain; instead, he 
would have to participate with all 
creditors in a distribution of any assets 
the warehouseman might have. 

Storage under such conditions can- 
not be termed safe storage. It has too 
many unknowns. 

SAFE STORAGE to a miller has a dif- 
ferent meaning. He wants a reasonable 
quantity of the product stored at or 
near his mill where it will be kept in 
good condition and available for use 
any day. If he is a prudent business- 
man, he will keep it fully insured, at 
least against losses by fire. He will 
examine his product frequently to see 
that it is not deteriorating. He will take 
measures to guard against infestation. 

To the merchandiser of commodities 
who buys from the farmer or from 
other merchants and accumulates his 
purchases at concentration points, safe 
storage usually means a facility that he 
owns or controls and is equipped to 
keep spoilage and loss at a minimum. 
Some merchandisers place their prod- 
ucts with warehousemen who serve 
the public for a fee and who are held 
responsible for the safekeeping of the 
products entrusted to them by the 
public. 

The banker who makes loans on 
stored products generally has the best 
idea of what is safe storage. The prod- 
uct is his security. He investigates the 
warehouseman's financial responsibil- 
ity, the storage place and its equip- 
ment, the kinds of insurance carried, 
and the protection given • by law. In 
short, the banker wants to know what 
he may expect to get if the loan is 
riot repaid. 

IN MARKETING, safe storage should 
mean a system of storage facilities 
available to the public in which pro- 
ducers or any others may store their 
products with assurance that when the 
products are desired the lawful owner 
can obtain the same product he placed 
in storage or one of like quantity and 
grade. 

Safe public storage should exist in 
producing, concentration, and dis- 
tributing points. 

Not always have farm products been 
stored safely in  public warehousing. 

Maybe a roof leaked and water 
dripped on the products. Maybe pil- 
ferage took place. 

Maybe careless warehousemen did 



SAFE AND UNSAFE STORAGE 

not check the products to make sure 
that they were in good condition. 
Maybe if losses occurred, they denied 
liability, leaving two courses to the de- 
positor—make the best settlement he 
could or resort to the courts. 

SUCH CONDITIONS used to exist so 
often that special laws had to be 
passed in some of the grain-producing 
States. Troubles continued, neverthe- 
less. There was no effective control 
over receipts, and warehousemen were 
charged with manipulating prices of 
grain in the Chicago market. They 
were charged with spreading false re- 
ports as to the condition of grain in 
storage, thereby destroying confidence 
in warehouse receipts and forcing 
down the market price. 

Control of nine-tenths of the elevator 
space in Chicago by a few railroads 
and warehousemen led to excessive 
charges and discrimination among 
patrons. Those conditions and falling 
prices of wheat led Illinois to amend its 
constitution in 1870 in an attempt to 
control warehousing. 

OTHER STATES passed special laws 
on warehousing. Some were repealed. 
Some of the laws are weak, and seem 
to guard warehousemen's interests 
more than the depositors'. A lack of 
uniformity in the laws removes nego- 
tiability of receipts beyond the bound- 
aries of the State in which the ware- 
house is located. Most laws do not 
provide sufficient protection. One State 
requires a bond of only 1,500 dollars. 
Some States permit nominal personal 
bonds, the value of which is not de- 
termined carefully. 

In a number of States no investiga- 
tion is made of the financial re- 
sponsibility of the warehouseman. His 
facilities are not examined and no 
investigation is made to determine his 
competency. No provision is made for 
adequate supervisory service. In a State 
that has more than 700 warehouses 
under license, there are but 4 inspec- 
tors, yet each house is supposed to 
be inspected every 60 days. 
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THE UNIFORM WAREHOUSE RECEIPTS 
ACT has been passed in all the States. 
It relates almost entirely to the form 
of warehouse receipt that a warehouse- 
man should issue and rights and 
obligations under warehouse receipts. 
It has no provision for inspection or 
supervision. It requires no financial 
responsibility. It provides for no bond 
to protect depositors. The care that a 
warehouseman must take of products 
entrusted to him is only that of "a 
reasonably careful owner." The re- 
ceipt does not show whether the com- 
modity is insured. 

The Congress passed the United 
States Warehouse Act in 1916. It ap- 
plies only to staple and unprocessed 
agricultural commodities, not to semi- 
manufactured and manufactured goods 
derived   from   agricultural   products. 

It authorizes the Secretary of Agri- 
culture to set up standards for the 
inspecting and grading of farm com- 
modities and to issue licenses to ware- 
housemen. But it is not mandatory; 
warehousemen decide for themselves 
whether to apply for licenses and place 
their operations under the supervision 
of the Department. The Secretary 
is not required to license any ware- 
houseman unless he finds that the 
warehouseman can comply with the 
regulations. He is authorized to ex- 
amine the operations of the warehouse- 
man after licensing as often as he 
deems necessary; if it is found that a 
warehouseman is not complying with 
the law and regulations, he can sus- 
pend or revoke the license. 

Amendments in 1931 gave the Sec- 
retary exclusive jurisdiction over all 
licensees with respect to all matters 
regulated under the United States 
Warehouse Act and strengthened the 
penalty section of the law. 

As a result, bankers have come to 
recognize and accept Federal ware- 
house receipts as prime warehouse col- 
lateral. 

In the segments in which the law 
applies, particularly cotton and grain, 
the largest warehouse operators in the 
country are  licensed  under  the  law. 
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Since 1940 the value of commodities 
stored and handled through federally 
licensed warehouses has ranged from 
2 billion to 4 billion dollars a year. As 
far as known, holders of federally li- 
censed receipts who have presented 
legitimate claims to the Department 
have suffered no loss since adoption 
of the law. The amount the bonding- 
companies have paid has been small. 

The Congress in 1933 wrote into 
the Agricultural Adjustment Act this 
clause: "No person engaged in the 
storage in any public warehouse of 
any basic agricultural commodity in 
the current of interstate or foreign 
commerce shall deliver any such com- 
modity upon which a warehouse re- 
ceipt has been issued and is outstand- 
ing without prior surrender and cancel- 
lation of such warehouse receipt. Any 
person violating any of the provisions 
of this subsection shall, upon convic- 
tion, be punished by a fine of not more 
than $5,000 or by imprisonment of 
not more than two years, or both." 

Many country grain warehousemen 
complained after a few years that be- 
cause of their limited capacity they 
would have to forward their grain to 
terminal facilities. Because the re- 
ceipts they had issued were negotiable, 
however, they could not get back the 
receipts. To ship such grain placed 
them in violation of this law. The law 
was amended in 1940 to permit opera- 
tors of country public grain ware- 
houses who lacked sufficient space to 
accommodate all depositors to move 
stored grain under such regulations as 
the Secretary of Agriculture might pre- 
scribe. No regulations have been is- 
sued. This section of the act has not 
been further amended or repealed. 

Public warehouses are similar to 
commercial banks in many ways. 
Products are stored in warehouses; 
money is placed in banks; in both, 
the depositor has a legal right to get 
back in kind and value the thing he 
deposited. If a product is stored and 
its identity preserved, the depositor is 
entitled to get . back the identical 
product he stored. 
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Protection of depositors in public 
warehouses, however, has not kept 
pace with the protection given deposi- 
tors in banks—maybe because bankers 
deal with a much larger segment of the 
public than do warehousemen and 
bank deposits in the aggregate are 
much greater than the money value of 
agricultural products stored in public 
warehouses. Nevertheless, losses caused 
by warehouse shortages are just as 
painful to the victims as any other 
losses, and products worth several 
billions of dollars are frequently on 
deposit in public warehouses. 

Except for warehouses licensed un- 
der the United States Warehouse Act, 
public warehouses generally receive 
little Government supervision. Indi- 
vidual depositors must rely almost 
entirely upon the integrity of the ware- 
houseman. It is practically impossible 
for a depositor to examine a warehouse 
and assure himself that the products he 
stored are on hand and in good condi- 
tion. That is especially true where 
products of different depositors are 
commingled, as they are in most grain, 
rice, and bean warehouses. Under 
those conditions, a depositor would 
have the same difficulty in examining a 
warehouse as he would have examining 
a bank because the deposits of all 
depositors are commingled. The entire 
operation of a warehouse or bank must 
be analyzed. Examination of a portion 
with a view to determining that the 
interest of a single depositor is protec- 
ted proves nothing. 

Although the Federal Government 
supervises all warehousemen who vol- 
untarily apply for and obtain a license 
under the Warehouse Act, the number 
of such warehousemen constitutes a 
relatively small percentage of the total 
number of warehousemen. 

Since the law is not mandatory, only 
warehousemen who are willing to 
submit to the jurisdiction of the Secre- 
tary apply for licenses. That would 
suggest that those who apply are the 
ones who would be least likely to go 
wrong. A warehouseman whose license 
is suspended or revoked by the Secre- 
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tary very likely can get a license from a 
State authority and in some States may 
be  required  to  obtain  such  license. 

Such a case came up in 1952. The 
warehouseman's license was suspended 
for conversion of grain and issuance of 
false receipts. Within less than a week, 
he had a State license. The case was 
prosecuted by the Department of Jus- 
tice. The warehouseman did plead 
guilty to conversion and was fined, but 
all the time the case was pending, he 
continued to operate under the State 
license. 

Pending better legal safeguards, and 
better enforcement of laws, this advice 
is given: 

Farmers should demand receipts that 
give protection, that show the kind of 
product they deposit and its class, 
grade, and weight or quantity, and that 
state definitely what will be delivered. 

Farmers should always demand that 
they be given a warehouse receipt im- 
mediately upon deposit of the products 
with the warehouseman. Under no 
circumstances should a farmer permit 
a warehouseman to ship his products 
to some other warehouse or to another 
warehouseman without the farmer's 
permission and without adequate pro- 
tection. Such permission should be in 
the form of a written contract, which 
definitely states the basis on which 
permission was granted, how the prod- 
uct is to be handled, and what the costs 
will be. Anything short of this may 
result in misunderstanding and dis- 
appointment to the producer. He 
should insist, when the product arrives 
at the other warehouse, that the receiv- 
ing warehouseman should promptly 
issue a receipt in the farmer's own 
name for the products received and 
mail it to the farmer. The insistence by 
farmers that the warehouseman hold 
their products in store in his own ware- 
house may bring more adequate ware- 
house facilities in the production areas. 

Farmers should not permit a ware- 
houseman to treat the grain as sold to 
him when they deliver it unless they 
intend to sell it then and there. A 
public warehouseman's first duty is to 
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store for the public and not to buy for 
himself. 

If the farmers sell their products to 
the warehouseman, they should insist 
upon prompt settlement and not be 
put off to some indefinite future date 
and at an unknown price. Farmers 
should insist on having a copy of the 
warehouse  tariff. 

Farmers, furthermore, should answer 
to their own satisfaction these ques- 
tions: Why am I placing my products 
in storage? What do I expect to get 
back? What assurance have I that I 
will get back my product in good 
condition? Is the warehouseman finan- 
cially responsible? Does he have ade- 
quate storage and handling facilities 
and competent assistants to care for 
products while in store? Will the ware- 
houseman properly and honestly in- 
spect, grade, and weigh my products? 
Will I get a warehouse receipt, and, if 
so, what will be its terms? Will it show 
the correct weight and grade of my 
products? Will the warehouse receipt 
constitute a definite enforcible con- 
tract? If the warehouseman does not 
want to give me a receipt, should I 
entrust him with my products? How 
much will it cost me to store? Have I 
studied the warehouseman's tariff? Is 
the warehouseman bonded, by whom, 
for the benefit of whom, in what 
amount, and with whom is the bond 
filed? Is the warehouseman subject to 
supervision and the warehouse and 
contents subject to inspection by a 
competent Government agency? Of 
what does this supervision consist? 



Processing 

AlmOSt everything that a 

generation ago was made in the home or on the farm now 

can be bought ready made. Many new and improved 

products, such as frozen foods, also can be bought. The 

great increase in food manufacturing has required 

farmers to make many adjustments in production. To 

many farmers it has provided outlets for products that 

they could not otherwise grow profitably. It has also 

added to marketing costs, for the additional services 

performed have to be paid for. A way to reduce the cost 

of processing is to increase the efficiency of processing 
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methods. Automatic instruments, improved machinery 

and equipment, methods of handling goods in bulk lots, 

continuous operations are some of the improvements 

already made. Better packages and packaging also have 

helped. The modern package makes possible self-service 

retailing, facilitates the use of trade-marked brands, and 

increases sanitation, buying convenience, and efficiency 

in handling—developments that most of us, farmers and 

consumers, cannot now get along without. 

What Our 
Grandparents 
Did Not Have 

Almost everything that a generation 
ago was made in the home or on the 
farm now can be bought ready made. 

Our grandparents used for baking 
about four-fifths of the flour milled in 
this country. They churned almost all 
the butter Americans ate. They killed 
and prepared much of the meat eaten. 
They made their own soups, sausage, 
salad dressings, clothing, and countless 
other items. Such tasks, which a gen- 
eration ago were a part of farm and 
home life, have been taken over by 
commercial factories, 85,000 of them. 

The 1947 census listed 40,000 food 
plants, 31,000 apparel plants, 8,000 
textile plants, 5,000 leather plants, and 
1.,000 tobacco plants. 

But beyond merely shouldering for- 
mer activities of home and farm, the 
specialized factory produces new and 
improved products. 

Frozen foods are an outstanding ex- 

ample. The production of frozen fruit, 
vegetables, poultry, meats, seafoods, 
fruit juices, and specialties increased 
twelvefold between 1938 and 1953. In 
1953 the entire output of frozen foods 
was about 5 billion pounds, 3.4 billion 
pounds of it produced by 1,400 com- 
mercial packers and more than 1.5 
billion pounds in 11,000 frozen-food 
locker plants. 

The older canning industry pro- 
duced more than 20 billion pounds in 
1953, nearly double the production 
in 1938. 

New forms of dried food are becom- 
ing established more slowly. Dried 
fruits have been marketed for years. 
Dried eggs and dried milk products 
are finding expanding uses in prepared 
ice cream mixes and flour mixes. 

Forms of dried milk arc also going 
into homes in increasing amounts, par- 
ticularly in the high-priced fresh milk 
sections of the South, in new, small 
packages. 

Rather spectacular expansion has 
occurred in producing the table-ready 
meats, processed cheeses, canned citrus 
juices, frozen concentrate juices, pre- 
pared cake mixes, baby foods, and 
precooked frozen and canned special- 
ties. Factory production of canned 
fruit  and  vegetable juices has more 
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than trebled since 1938. Canned and 
ready-to-serve meat products have 
been rapidly expanding. Half of the 
orange crop and nearly one-fourth of 
the commercial meat production in 
the United States in 1952 were proc- 
essed in the form of ready-to-serve 
canned, and cooked, cured, dried, or 
frozen products. 

The factory prepares an almost com- 
plete menu of food for children. More 
than 50 pounds for every child under 
3 years of age was produced in 1952, 
compared with 2 pounds in 1935 and 
practically none in 1930. 

OTHER FORMS of food that have be- 
come widely used as a result of factory 
specialization are all-purpose vegeta- 
ble shortening and the special bakers' 
shortenings, margarine, potato chips, 
soft drinks, malt drinks, new flavor- 
ings, seasonings, and candies. Newer 
products on store shelves include ex- 
otic salad dressings, canned shelled 
nuts, cheesed popcorn, fried onion 
rings, and fried bacon rind. 

Old-line products have also been 
increasingly improved in sanitation, 
uniformity, nutritional value, shelf life, 
quality, and appearance. 

Examples include the more sanitary 
handling and pasteurizing of milk 
and other dairy products; mechanical 
grading and standardization of fruits, 
vegetables, and other food products as 
to size, weight, and color; improved 
sterilization of canned food; addition 
of antioxidants to lard to reduce ran- 
cidity; use of ultraviolet radiation to 
slow down bacterial growth in fresh 
and cured meats, bread, and other prod- 
ucts; retention of nutrients, mainly 
vitamins, in processed rice and other 
foods; and adding vitamins and other 
nutrients to fluid milk, canned evap- 
orated milk, margarine, flour, bread, 
fruit juices, and numerous other foods. 

The development of "artery and 
stitch" pumping of hams and bacon 
and controlled temperatures and hu- 
midity in smoking greatly reduces time 
in curing and smoking pork and pro- 
duces  higher  quality,  milder  cured. 

tenderized, and ready-to-eat cured 
meats. 

The consequences of modern food 
processing to every household have be- 
come so commonplace that their revo- 
lutionary nature may be forgot. 

The farmer as a businessman is 
affected in several ways by develop- 
ments in commercial processing. An 
outstanding example of the effect of 
improved factory processing upon 
producers is shown by what has hap- 
pened to the citrus industry. Since 
1930 the production of citrus fruits has 
more than doubled. Yet, by reason of 
improved canning and freezing meth- 
ods, demand has been so stimulated 
that this greatly increased production 
has been marketed at substantially 
higher prices than growers would have 
received for equal volumes of the fresh 
fruit. 

Another illustration of what factory 
technology can do to the profitability 
of farm enterprises is indicated by the 
substantial displacement of butter by 
margarine in one decade and of lard 
by vegetable shortenings in a some- 
what longer period. Some farm enter- 
prises are hurt. Others become more 
profitable. 

Producers of strawberries who for- 
merly had to sell their berries some- 
times at relatively low prices because 
they had to be marketed quickly now 
can have them frozen or sell them to 
freezers who freeze them and sell them 
in distant markets, as well as hold them 
for sale during seasons of the year 
when berries are not available. Farm- 
ers producing early out-of-season fruit 
and vegetable crops in such regions as 
Florida and California are confronted 
with competition from processed frozen 
foods produced and stored in mid- 
western or eastern areas closer to heavy 
consuming centers. 

The milksheds that once were iso- 
lated are becoming increasingly vul- 
nerable to supplies shipped in from 
distant sources because of improve- 
ments in processing, packaging, and 
transporting fresh and dried milk. 
Consider, as a possible future change, 
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the potential impact of in-shipment of 
fresh, dried, or frozen milk from dis- 
tant sources to the Los Angeles area. 
Milk is now produced there under 
high-cost conditions; cows, hay, and 
feed must be brought in. 

Increasingly the farmer must adjust 
volume, variety, and quality of com- 
modities produced to the requirements 
of modern processing. 

Newly developed nonfarm products 
compete with farm products in indus- 
trial uses. Synthetic fibers, leather sub- 
stitutes, synthetic detergents, and rub- 
ber-base paints compete with wool, 
cotton, leather, fats, oils, and such. 
The impact on prices of hides, tallow, 
and grease has been particularly se- 
vere. The effects also permeate the 
entire market for livestock, oilseeds, 
dairy products, cotton, and wool. 

A more general consequence of the 
increase in food manufacturing to the 
farmers is its effect on the price spreads 
between the farmer and consumer. For 
example, when the farmer sold his 
butter, he got paid for the churning. 
When he sells the cream or whole milk, 
someone else collects the churning cost. 
All manufacturing services must be 
paid for if they are to continue. From 
two-thirds to three-fourths of the food 
and nearly all the farm fiber and to- 
bacco now move through commercial 
factories. 

Broadly speaking, both the farm and 
factory are food processors in the sense 
that they are engaged in conversionary 
operations: The farm plant is the open 
field and the feed lot working in close 
harmony with nature to provide the 
basic foods and fiber, whereas the com- 
mercial factory refines, separates, and 
converts the products to more useful 
forms. 

Since 1915 the services of the factory 
have come into relatively greater de- 
mand. As a result of their great expan- 
sion, the processors' share of the retail 
dollar has steadily increased. Before 
the First World War, the factory took 
a little more than 10 cents of each 
dollar spent for food. In recent years 
it has taken about 20 cents—primarily 
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a result of services rendered. The in- 
creased share does not invariably re- 
duce the profitability of farming, nor 
does it invariably increase the profit- 
ability of food processing. But it does 
increase the inflexible cost factors in 
providing food. Consequently farm 
prices are more vulnerable to changing 
supply and demand conditions, which 
greatly affect farm profits. 

According to the 1951 survey of 
manufacturers, more than one-fourth 
of the people employed in commercial 
manufacturing work on products orig- 
inating on the farm. Most of them 
carry on activities once done on the 
farm itself or in the home kitchen. 
Two-thirds of those employed in the 
agricultural industries are engaged in 
textile, apparel, and leather produc- 
tion, in which hand labor is relatively 
more important. 

As for foods, by far the greatest con- 
centration of manufacturing activity 
centers on grain products—in milling, 
baking, brewing, distilling, alimentary 
paste products, breakfast cereals, and 
so forth. Less than half as much is 
given over to each of the next two 
largest categories—the manufacture of 
sweet goods (sugar, chocolate, candy, 
soft drinks, and flavorings) and the 
manufacture of meat products (fresh 
meat, ready-prepared meats, and 
poultry). Those groups together ac- 
counted for roughly 70 percent of the 
value added by food-manufacturing 
plants in 1951. Of the remaining 30 
percent, about a third was concen- 
trated in processing fruits and vege- 
tables (canning, freezing, drying, and 
fermenting) and about as much in 
dairy manufactures and oilseed milling. 

No ONE factory that processes farm 
products can be called a typical one. 
The factories differ in size, equipment, 
layout, use of labor, location, and 
ownership. But the processing of farm 
products does differ significantly from 
other processing with respect to its 
economic environment. 

Because farm products tend to be 
bulky, perishable, and relatively costly 
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to move, the problems of where to 
locate plants and how to organize 
processing turn appreciably on reduc- 
ing the total freight cost in bringing 
raw materials in and shipping products 
out and in maintaining quality. The 
solutions must take into account the 
tendencies for supplies to be unstable 
in volume and quality, for shifts to 
occur in regions of farm production, 
for transportation rates to change, and 
for consumers to migrate. The result 
is that frequently there are no perma- 
nent solutions to organizing for most 
economical processing operations. 

Individual food lines do have more 
or less characteristic ways of organizing 
to meet the relatively stable features of 
their economic environment. For ex- 
ample, the corn-refining industry typi- 
cally operates with plants several hun- 
dred times larger than the natural- 
cheese plants. Efficient processes in 
corn refining require large-scale equip- 
ment for steaming, grinding, floating, 
extracting, transforming, and drying 
to obtain starch, sirup, sugar, oil, and 
feed from the corn kernel. The typical 
natural-cheese factory can get along 
with little more than vats. The prin- 
cipal limitation on how far a natural- 
cheese factory can make economies 
with larger volume, however, depends 
on added unit costs of reaching out for 
more milk. Indeed, the size of cheese 
plants has increased several fold largely 
because of improvements in transpor- 
tation. Yet the transportation of milk 
and corn are essentially different, and 
it is doubtful whether the making of 
natural cheese will ever be carried on 
in huge plants. 

Factories making shortening, mar- 
garine, refined cane sugar, chocolate 
and cocoa, soap, and textiles usually 
are large, because unit transportation 
costs increase slowly relative to the 
increased economies of the large-scale 
processing. But factories making butter, 
ice cream, cottonseed products, canned 
vegetables, dressed poultry, bread, soft 
drinks, and ginned cotton tend to be 
fairly small because their transporta- 
tion costs increase more rapidly—be- 
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cause of bulk and perishability—than 
processing economies emerge as larger 
volumes are put through the plant. 

Economic environment determines 
plant location. Plants locate close to 
sources of raw materials if weight loss 
during processing is appreciable as in 
the case of condensed milk, cheese, 
butter, beet and cane sugar, cotton- 
seed, and similar products; if raw 
materials are quite perishable, such as 
in processing raw fruit and vegetables; 
or if the customers for its products are 
more widely dispersed than suppliers 
of its raw materials, as in soybean 
milling and corn refining. 

On the other hand, plants manu- 
facturing relatively bulky or perishable 
finished products—such as bread, cake, 
ice cream, soft drinks, and beer— 
usually locate close to their consump- 
tion outlets. 

Between these extremes in location, 
the pattern is blurred. Sometimes the 
most strategic location furnishes good 
transshipment facilities—for example 
flour milling at Buffalo, where inbound 
grain moves by water transport and 
outbound flour moves by rail and 
truck. In other cases the quality and 
cost of labor is an important determi- 
nant as in textile mills. And in others 
the only rationale seems to, be tradi- 
tion and a lack of compelling reasons 
for moving elsewhere. 

DRASTIC CHANGES in the numbers 
and size of plants have occurred since 
1940. This is to be considered against a 
background of a great market growth— 
the physical volume of manufactured 
foods, textiles, apparel, and leather 
each increased more than 50 percent. 

In foods, 1 out of every 10 plants 
dropped out of the business, and the 
surviving plants shouldered the added 
volumes. On an average, operations of 
food factories increased some 60 per- 
cent, reflecting the triumph of larger 
operations. Some plants have simply 
been too small to compete successfully. 
The greatest reductions in food plants 
occurred in the manufacture of bread, 
cake, butter, flour, natural cheese, ice 



ESTIMATED DISTRIBUTION OF PROCESSING ACTIVITY. 1951, VALUE ADDED BASIS 

Figures in percentages 

Food and Kindred Products Textile Milling Apparel Products Leather and Leather Goods 

NEW ENGLAND 

MIDDLE ATLANTIC 

EAST NORTH 
CENTRAL 

WEST NORTH 
CENTRAL 

SOUTH ATLANTIC 

EAST SOUTH 
CENTRAL 

WEST SOUTH 
CENTRAL 

3= 

MOUNTAIN 

PACIFIC 

Tobacco Products 

3.7 6.1 22.1 31.0 

55.0 21.4 24.6 28.8 13.9 

3.7 27.4 11.8 18.6 

1                                     i 

0.8 4.4 13.9 11.1 

7.8 39.6 4.5 9.0 63.7 

4.7 7.4 4.1 4.1 13.8 

6.3 1.0 3.4 1.1 
8.6% divided among 

2.3 0.8 
the other regions 

0.7 6.2 12.7 
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cream, dressed poultry, spaghetti, and 
macaroni. 

Yet an increase of plants occurred in 
some lines of food manufacture, such 
as processed cheese, meat, candy, 
canned fruits and vegetables, pickled 
fruits and vegetables, frozen foods, 
and flavorings. 

Why did not existing plants take on 
the added volume, as the markets 
expanded, in view of the potential 
advantages of large-scale operations? 

Some of the answers are apparent. 
The entry of new firms in the manu- 
facture of processed cheese is traceable 
to an expiration of basic patent rights. 
Meatpacking plants multiplied partly 
because of the opportunities created 
by the wartime control program for 
meat. 

But a greatly improved system for 
transporting livestock and meat also 
allowed plants to locate closer to the 
centers of livestock production. 

The large expansion in numbers of 
soybean mills is due partly to the 
favoring of medium and small mills in 
wartime; partly to change to solvent 
extraction, which requires an entirely 
new plant; and partly to the advan- 
tages of locating close to new pro- 
duction areas. 

The processing of fresh fruits and 
vegetables shows the compelling. ad- 
vantage of locating plants close to 
farm production rather than hauling 
commodities greater distances to exist- 
ing plants. In the very nature of the 
business, it is generally prudent for the 
large canner or freezer to add plants 
at other locations instead of expanding 
operations at existing locations. 

As facts stand, the larger plants do 
dominate agricultural processing. If, 
for example, two-thirds of the food 
plants—thé smaller ones—were to 
cease operating, the total output would 
decline only about one-fifth in most 
lines. In consequence, there would 
probably be less variety in the remain- 
ing output and we might have to do 
without our favorite brand of bread, 
wine, or ham. In any case we might 
not be very happy with the results. 
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The essential advantages of large- 
scale operations include fuller use and 
better combinations of existing equip- 
ment; continuous processes instead of 
batch processes; bulk handling equip- 
ment; electronic instruments for au- 
tomatically controlling temperatures, 
pressure, humidity, and rate of flow; 
in-plant laboratories for quality con- 
trol; and utilizing the byproducts and 
wastes to better advantage. 

But firms with small plants still com- 
pete alongside the firms with the large 
plants. Their staying power is due in 
part to transportation, advantages, as 
well as to closer management super- 
vision. The little feed mill, packing 
plant, and brewery cannot be easily 
displaced as long as they deal with the 
neighboring communities and tailor 
their plant investment and operations 
accordingly. An increase in the freight 
ratés (75 to 80 percent since 1946) 
probably has worked in favor of many 
smaller plants that sell their products 
close to home. 

Because the small plant has less 
specialized equipment, it can switch 
more easily to more profitable lines of 
business when the market conditions 
change. Having fewer persons to 
discharge or reemploy, it may shut 
down and start up more readily in 
response to an adverse market move- 
ment than a large plant with hundreds 
of employees. 

Further, some small firms make spe- 
cialty products and thus are not in 
direct competition with larger firms. 
The large-volume firm cannot exploit 
every market opportunity; most often 
it must limit itself to the popular sizes 
and forms of the product—the ones 
that lend themselves best to continuous 
large-scale operations. 

The existence of genuine economic 
bases for small operations has enabled 
small business enterprises to get started 
in processing. These include individ- 
uals, partnerships, corporations, and 
farmers' cooperatives. Some ultimately 
grow into large enterprises as they 
successfully exploit opportunities. 

Farmers have made substantial prog- 
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ress through their cooperatives in the 
processing of a number of commodi- 
ties. For example two-fifths of the 
butter, one-sixth of the natural cheese, 
and one-half of the nonfat dry milk 
solids are produced by some 1,800 
dairy cooperatives. About one-eighth 
of the canned fruits, one-seventh of the 
frozen fruits, and about one-third of 
the dried fruits are produced by 130 
fruit and vegetable cooperatives. Co- 
operative wineries in California process 
about one-third of the bottled wine. 
Six rice cooperatives mill nearly one- 
third of the rice. Cooperatives are also 
fairly important in cane sugar milling, 
soybean and cottonseed milling, honey 
production, and many other activities. 

Changing conditions continue to 
pose problems for individual process- 
ing firms. Their solution requires a 
careful analysis of specific factors in 
each situation. 

Solvent-extraction methods for cot- 
tonseed and soybean milling increase 
the rate of oil recovery and the gross 
returns. But a solvent system requires 
making a new investment and a fairly 
large volume of output must be main- 
tained. Should a small or medium-size 
mill therefore convert to the solvent 
methods? 

For years meatpacking has been mi- 
grating into the interior. Chicago 
plants do less and less of the slaughter- 
ing. Presumably they may retain the 
market of the immediate metropolitan 
and a limited surrounding area, but 
they are losing their grip on more 
distant markets that they used to serve. 
What changes should a Chicago pack- 
er with excess capacity make to meet 
such emerging situations? Another 
trend under way in the meat industry 
is that of putting up meat in frozen 
and packaged forms. How should the 
packer adjust his plant and branch- 
house operations to this impending 
change? 

Should a poultry dresser eviscerate 
and cut up poultry, or should the retail 
stores continue to do it? Should a 
textile mill install new equipment that 
operates more efficiendy but requires 
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a careful selection of cotton, or should 
it continue with less efficient, more 
versatile equipment? It helps to know 
economic processes in settling on a 
course of action. The final decision is 
a private one, and the market will 
inform the firm in its own convincing 
way whether the decision was correct. 

FROM THE PUBLIC STANDPOINT it is 
important to recognize that even when 
a firm does know the direction of the 
most profitable adjustment it often is 
hindered by defects and artificial 
barriers in marketing arrangements. 

Thus, the textile miller may balk at 
installing more efficient machinery 
simply because he has no confidence 
he will be able to locate the exact 
quality of wool required, even though 
such wool does exist. 

Locally imposed barriers may arbi- 
trarily prevent milk from going to 
plants which could make most eco- 
nomical use of it. 

Narrow group interests may un- 
reasonably prevent new technological 
changes in factories and retail stores. 

Government price-support programs 
may seriously interfere with the effi- 
ciency of processing operations in some 
commodities. 

A better knowledge of and a con- 
structive program for strengthening 
the weak points and minimizing the 
drawback of current market arrange- 
ments would be a major contribution 
to efficiency and progress in commer- 
cial processing. 

These are all continuing problems 
of a changing economy. One of the 
most significant of these changes has 
been the rapid growth of the process- 
ing industries. There are strong foun- 
dations for their continued expansion. 
One has only to project the major 
forces underlying the growth of the 
past 25 years to the next quarter 
century to visualize the large potential 
generated by continuing population 
growth, rising incomes, changing ways 
of living, and advances in food and 
fiber technology. {Allen B. Paul, Lorenzo 
B. Mann.) 
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Better Ways 
of Handling 

Food 

Despite a great increase in mechani- 
zation, an estimated 30 percent of the 
labor cost in food processing in 1954 
went into the handling of materials. 

Since 1940 or so a trend has grown 
toward bulk handling, particularly in 
receiving incoming raw materials and 
moving them through the different 
processing operations. The delivery of 
liquid and raw sugar, chocolate liquor, 
and fluid milk in tank trucks, for 
example, cuts handling costs and im- 
proves sanitation in factories. Some 
perishables, such as eggs, peaches, and 
apricots, probably never can be han- 
dled in bulk. 

Semibulk systems of handling flour 
have been tried by several baking con- 
cerns. They use tote containers, which 
are bins (usually of aluminum) that 
hold about 3,500 pounds of flour. The 
flour is placed in the bin at the mill, 
sealed, and shipped to the bakery. 
There the bin is connected with a con- 
veying and measuring mechanism so 
that the flour can be removed auto- 
matically from the bins and in con- 
trolled quantity. The empty tote bins 
are returned to the flour mill for reuse. 
Sometimes flour is delivered directly 
from the mill to bakery by pneumatic 
conveyors. It has been estimated that 
for each 100 tons moved in a given 
time, the conveyors save the work of 
13 men. 

Water conveying (sometimes called 
hydroconyeying) is used as a means of 
moving green peas, lima beans, cut 
corn, string beans, and citrus fruits 
along a horizontal path and even 
from a lower point to a higher one. To 
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do that a pump that will not mash the 
commodity has been developed. The 
method saves time, but under some 
conditions may cause deterioration, 
notably the leaching of nutrients. 

In the bulk handling of such com- 
modities as wheat, corn, oats, peanuts, 
and soybeans, un loaders have been 
devised that give trailers and large 
trucks the laborsaving advantage asso- 
ciated with dump trucks. A loaded 
truck or tractor trailer is driven onto a 
ground-level unloading platform. After 
the brakes are set, the front end of the 
platform is raised. The tailgate of the 
truck is then opened, and the load 
flows into a bin or conveying system. 

The same principle is used in the 
handling of citrus fruit and grapes for 
juicing. The economies of transporting 
grapes in bulk and unloading them at 
the processing plant seem to offset the 
disadvantages of greater crushing, 
molding, and souring. Man-hour re- 
quirements for unloading have been 
reduced about 90 percent. 

Automatic instruments were un- 
known in the earliest days of food 
processing. Instruments such as ther- 
mometers were used merely as indi- 
cators, and the operator manipulated 
valves to get the desired temperature. 
If he forgot to open the proper valve, 
the product spoiled. 

Among the accurate and efficient 
control devices now in use are propor- 
tioning pumps, indicators of acidity 
(pH), flow meters, level indicators, 
and all sorts of instruments to record 
and control temperature, humidities, 
and pressures. They have lowered 
labor costs, reduced human errors, 
and made for more uniform quality in 
a product. 

Other developments involve cen- 
tralized control panels and electronic 
applications. An observation station at 
a central control panel indicates exist- 
ing operating conditions in the plant 
at the moment and provides a con- 
tinuous record for future reference. 

Leaders among purely technological 
developments that have raised the level 
of productivity in food processing are 
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those that have made possible the shift 
from batch operations to continuous 
operation. Continuous methods have 
tended to reduce costs through replace- 
ment of hand labor or the less efficient 
machines and to improve the quality 
of the product by reducing the time 
during which it is exposed to contami- 
nation or the deteriorating effects of 
air and heat. 

The retort, or pressure cooker, was 
invented in 1874. Patents for continu- 
ous cookers were granted in 1902; they 
were in general use in 1935. In the 
old batch method, which used the 
horizontal or vertical retort, cans of 
food were loaded into iron crates. The 
crates were placed in the retort, which 
was closed by hand. Care had to be 
taken that the retort was properly 
vented during the preheating so that 
all air was eliminated. After processing, 
the retort was unloaded. In continuous 
cookers, the canned product is contin- 
ually conveyed in and out of the retort 
and the operation goes forward with- 
out interruption. 

Fruit juices used to be pasteurized by 
batch methods in kettles or by heating 
in the final container. Such methods 
impaired quality. In flash pasteuriza- 
tion, which came into use for fruit 
juices about 1935, the juice is heated to 
a high temperature for a few seconds, 
cooled slightly, and then filled into con- 
tainers, which are cooled immediately. 

An improvement on that method is 
short-time, high-temperature pasteur- 
ization, which is followed by rapid 
cooling and filling under aseptic 
conditions into sterile containers. In 
some instances this method produces 
finished products of better flavor and 
color than the equivalent lower tem- 
perature, hot-filling method. There is 
also economy in fuel and cooling water. 

Sugar is extracted from sugar beets 
by a diffusion process invented more 
than a century ago. The sliced beets, 
called cossettes, are loaded by hand 
into d iff users, each of which holds 
about 4 tons. Through the diflusers, 
which are arranged in batteries of 8 
to 12, warm water circulates in such a 
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way that the freshest water enters the 
diffuser that contains cossettes from 
which most of the sugar has been 
extracted. If 12 diffuser s are used, 1 is 
being filled, 1 is being emptied, and 10 
are in circulation. 

Processes have come into use which 
end the laborious loading and unload- 
ing. In one continuous process, cos- 
settes are fed onto a special carrier, 
which transports them through a series 
of narrow tanks against the reverse 
flow of warm water. Besides saving 
labor, the continuous process is said to 
extract the sugar more completely 
from the cossettes, the diffusion juice 
is more concentrated, and the spent 
pulp is better drained and ready for 
processing for cattle feed. More than 
25 percent of American beet sugar 
factories had continuous diffusers in 
1954- 

Continuous solvent extraction of oil 
from soybeans, cottonseed, and other 
oil-bearing materials has made for 
greater yields of oil. The increase has 
more than offset the additional instal- 
lation and operating costs required, if 
enough oilseeds are available to justify 
large-scale operations for all or most 
of the year. 

Besides the higher extraction effi- 
ciency than by expeller or hydraulic 
pressing, solvent extraction can be 
operated, when desired, to produce a 
meal in which denaturization of the 
protein has been held to a minimum. 
Such a meal is better suited for in- 
dustrial uses. For feed purposes, how- 
ever, the meal is improved by mod- 
erate heating. 

Odorless and tasteless oils are in 
demand for margarine, shortenings, 
and salad oils. Older methods of de- 
odorizing were batch operations, the 
oil being heated in a tank under a 
vacuum. It was found that savings of 
steam, as well as of time, were possible 
by bringing the oil and steam into 
contact in countercurrent streams, as 
part of a continuous deodorizing 
process. In such a process, introduced 
into the United States in the late 
1930's, less steam is required to remove 
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the volatile substances from the oil. 
Some saving of heat is effected by 
using the hot oil leaving the deodorizer 
to heat the raw incoming oil. A semi- 
continuous deodorizing process was 
introduced in 1948. It combines flexi- 
bility of the batch deodorizer and the 
economies of continuous countercur- 
rent operations. 

Macaroni products used to be made 
by the batch process, and driers were 
loaded and unloaded by hand. Con- 
tinuous macaroni presses, in use in the 
United States by 1940, made obsolete 
the mixer, kneader, and older style 
press. Operations previously performed 
by individual machines are handled by 
a single unit comprising a continuous 
feeding system for semolina and water, 
a continuous mixer, and continuous 
kneading and extruding devices. Con- 
tinuous driers are replacing the small 
drying chambers that have been 
standard since 1912 for the drying of 
macaroni. 

The use of continuous ice cream 
freezers since 1930 has brought some 
economics, especially in large-scale 
manufacture. It brought also an in- 
crease of the proportion of ice cream 
marketed in prepackaged containers. 
Continuous freezing makes possible a 
more precise control of overrun than 
is possible by batch freezing. 

Continuous buttermaking is being 
carried out on a limited scale in the 
United States, but is rather widespread 
in Europe. Because the texture of this 
butter is somewhat different from that 
of regular butter, it may not appeal 
to those accustomed to regular butter. 

The common method of preparing 
pickles requires more than 9 months, 
because it involves a long brining step 
to obtain "salt stock." Around the 
middle of the 1930's, a method was 
developed for preparing "fresh-pack 
pickles," which eliminated the long 
and tricky brining step. The product 
thus obtained is not exactly the same 
as the brined product, but the taste is 
much the same and it has been well 
accepted by the consumer. The new 
method does not require large amounts 
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of storage space for the same output 
level, and is well adapted to an as- 
sembly-type, straight-line operation. 

NEW MACHINES have made possible 
cheaper production of more and better 
food products. The outstanding ex- 
ample is canned, single-strength and 
frozen concentrated citrus juices, which 
were made possible by automatic juice 
extractors. Practically all orange and 
grapefruit juice was extracted by hand 
in the early 1930's. One man could 
extract 10 gallons of orange juice or 25 
gallons of grapefruit juice an hour; on 
that basis about 2,500 workers would 
be needed to extract enough juice to 
keep one modern citrus processing 
plant running for 1 day. One auto- 
matic extractor produces as much 
orange juice in 1 minute as one man 
could extract by hand in 1 hour. 

Improvement in designs of vacuum 
evaporators has made possible concen- 
trated fruit juices of high quality. Pans 
and circulating evaporators employing 
steam at relatively high pressures were 
used about 1930. Several new types of 
evaporators, developed about 1940, 
permitted heating the juice in thin 
films. They used the heat of compres- 
sion of ammonia or heat from recom- 
pression of the vapors evolved during 
concentration, both of which could be 
controlled better. 

The commercial utilization of mo- 
lecular distillation took place about 
1935. The material is distilled from a 
very thin heated layer to a nearby 
condenser, the operation being con- 
ducted under a very high vacuum (of 
the order of about one-millionth of an 
atmosphere), so that the molecules 
being distilled can make the jump be- 
tween the distilling surface and the 
condenser without bumping into one 
another. The design of molecular stills 
capable of fulfilling those conditions 
and having large evaporating and con- 
densing surfaces within a compact ap- 
paratus presented considerable diffi- 
culties. The difficulties were overcome 
by ingenious engineering design, and 
molecular stills are used for handling 
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materials unstable to heat, such as 
vitamin A concentrates and vitamin E 
(used as antioxidants), and for prepar- 
ing monoglycerides (useful as emulsi- 
fiers) from vegetable oils. 

Significant advances have been 
made in the design and manufacture 
of machinery and equipment for the 
baking industry. Vibrating sifters take 
up less floor space than older sifters. 
Tunnel and tray ovens are equipped 
with automatic loading devices to as- 
sure a complete and uniform load. 
Newly designed slicers will cut 50 to 
60 loaves of bread a minute with a 
minimum of crumbs. Other improved 
machines are automatic pan washers, 
more efficient rack washers, the elec- 
tronic control devices, and more 
sanitary conveyors. 

Attempts to recover the volatile 
flavoring constituents of fruit have 
been numerous since 1930. In 1944 it 
was found possible to strip and con- 
centrate the aroma of apple juice at 
atmospheric pressure without damage 
to flavor. Continuing improvements in 
devices for rapidly stripping the aroma 
from the juice have made the process 
applicable to the juices of grapes, 
cherry, and other fruits. The restora- 
tion of these natural flavor concen- 
trates to concentrated fruit juices has 
made possible the production of qual- 
ity fruit concentrates, hitherto impos- 
sible. Volatile fruit concentrates are 
also used to flavor confections, frozen 
desserts, beverages, and other food 
products, replacing to some extent 
synthetic flavors. Volatile flavor ap- 
plied to condensates obtained from 
making preserves under vacuum has 
yielded essences which, like the aroma 
concentrates obtained from fresh juices, 
can be used to contribute natural 
fruit aroma to other food products. 

New machines have speeded up the 
slaughtering and dressing of poultry. 
An electric knife stuns and relaxes the 
bird, makes killing and packing easier, 
and reduces bruising caused by thrash- 
ing. Specialized machines, such as a 
gizzard cleaner, increase the speed of 
cleaning and eviscerating. Mechanical 
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pickers with longer and more flexible 
fingers have been developed. Me- 
chanical washers (actually pickers) 
finish picking under a water spray. 
Used at the end of the eviscerating line, 
they can reduce bacterial contamina- 
tion by 85 percent. 

Developments in the food-packing 
equipment have brought increased 
speed and greater flexibility for han- 
dling packages of different sizes at 
variable operating speeds. Automatic 
or semiautomatic machines have been 
designed to wrap and package a wide 
variety of food products from pretzels 
to turkeys. 

Some machines combine weighing 
and filling operations in one unit. 
Machines have been designed that can 
close 300 to 400 cans a minute, more 
than twice as fast as the best machines 
in 1925. 

Sanitation measures affect both the 
quality of the end product and the 
cost of producing it. With increasing 
responsibility and public interest, proc- 
essors now give more thought to sani- 
tation—to the products themselves, 
the purity of the water used, the per- 
sonal hygiene of workers, and proper 
waste disposal. 

Improved sanitation in food proces- 
sing has been brought about by better 
materials for building, better plant 
and machine design, and new tech- 
niques. 

In-plant chlorination is now recog- 
nized as a distinct advance in sani- 
tation procedure for canning plants, 
although it cannot be used to replace 
good housekeeping. In-plant chlorin- 
ation reduces bacterial population, 
reduces time spent in cleaning up, and 
makes it possible to carry on con- 
tinuous processing operations for long- 
er periods. 

Cleaning in processing plants was 
accomplished before 1930 chiefly by 
using soap powders, mild alkalies, and 
scouring powders, materials that leave 
a film on the surface that in time forms 
a dirt-holding coating. Synthetic de- 
tergents are particularly suitable for 
degreasing dirty surfaces. 
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Modem food plants are constructed 
for better sanitation. In many of them 
have been used glass brick for better 
lighting; special window glass that 
lowers transmission of infrared rays, 
thus reducing heat; fluorescent light- 
ing to reduce shadows; rubber-base 
and fungicidal paints; air conditioning; 
synthetic resins and plastics; stainless- 
steel tanks to replace wooden tubs; 
tanks mounted for easier cleaning; 
and glass and stainless steel piping in 
place of copper, which often was a 
source of deteriorative changes in food 
conducted through such pipes. Cen- 
tralized operation means better sani- 
tation, less exposure to outside con- 
tamination, and less wall space to keep 
clean. 

Waste disposal and byproduct utili- 
zation have grown in importance since 
1930 because of increased food proc- 
essing. Solid wastes from the fruit 
and vegetable processing industries 
alone probably amount to some 7 
million tons annually. The tremendous 
amounts of liquid effluents from proc- 
essing plants must also be disposed of 
without creating health nuisances. 

Since about 1930 considerable prog- 
ress has been made in the disposition 
of both solid and liquid wastes. More 
efficient trickling filters and chemical 
treatment have reduced nuisances 
from liquid effluents. Some have been 
concentrated for the recovery of usable 
products; for instance, corn steep water 
used for culture media in antibiotic 
production, Steffens waste for mono- 
sodium glutamate, and preparation of 
citrus and pear molasses from effluent 
of citrus feed and canning plants, 
respectively. 

Solid wastes have been dried for 
feed. Of particular significance in this 
field is the use of citrus and apple 
wastes for cattle feed and pectin manu- 
facture; tomato waste for food for dogs 
and fur-bearing animals; pea vines and 
pods for feed admixtures; leafy vege- 
table wastes for the preparation of 
chlorophylls and carotenes and for 
feed; waste brewers' yeast for food 
and feed; pear waste for edible sirups 
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and feed; beef blood for industrial and 
pharmaceutical uses; and animal 
glands for medicináis. {G. E. Hubert.) 

Whys and Hows 
of Modern 
Packaging 

Modern packages are designed to 
contain and protect the form and 
quality of a product and to facilitate 
its timely and efficient movement 
through trade channels. 

And, let it be added in the same 
breath, to attract and please customers. 
To utility have been added color, art, 
design, imagination, and convenience. 
Plain bottles have become attractive 
decanters. Boxes that contain pancake 
and biscuit flour carry recipes. Cheese 
comes in gay tumblers. Bags that pro- 
tect carrots can be put to a dozen uses 
in a kitchen. Tins for cake and candy 
are almost like jewel boxes. But with 
all that, the packages have to be cheap 
enough to permit a commercially 
feasible method of distribution, and 
they have to provide some benefits to 
growers, distributors, and users of food. 

Many materials are used—sawed 
wood, veneer, paper, paperboard, bur- 
lap, cotton, steel, glass, packaging 
films, and aluminum foil. The nailed 
wooden boxes and crates used for some 
farm products require more than 1.5 
billion board feet of lumber, or sub- 
stantially more lumber than the annual 
production in the New England States. 
Food packages alone use about 2.6 mil- 
lion tons of steel and more than 4 
million tons of paperboard. Hundreds 
of thousands of bales of cotton are used 
annually in the manufacture of cotton 
bags, most of which are used for 
packaging farm products. The sturdy 
burlap bag, commonly used for pack- 
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aging bulky farm products and sup- 
plies, is made from jute or jute fabrics 
imported from Pakistan and India. 
Sharp curtailment of imports of jute 
during the Second World War created 
special problems in the packaging of 
such products as grains, sugar beets, 
and potatoes. Kenaf, a substitute for 
jute, is being produced on an experi- 
mental basis in Florida and in some 
Caribbean countries. 

Many purposes and reasons underlie 
the development of modern packages. 

Prompt packaging and proper and 
speedy handling of perishable products 
into cold rooms or cars at the point of 
production minimize damage from 
physical handling, delay deterioration 
from aging or from destructive organ- 
isms, and so prolong the marketing 
life. Breaking the mass into small lots 
makes possible the rapid reduction of 
temperature. The type and size of 
package largely determine the time 
required in precooling and its effec- 
tiveness. 

Modern packaging makes possible 
self-service retailing, facilitates the use 
of trade-marked brands, and increases 
sanitation, buying convenience, and 
efficiency in handling. 

An example: Not long ago all red 
meats were packaged for the customer 
after she had made her selection from 
the meat counter. But in order to adapt 
red meats to self-service merchandis- 
ing, the meat had to be cut, weighed, 
and wrapped in some type of package 
before being placed on retail display— 
a development commonly referred to 
as prepackaging. We like to see the 
particular cut of meat that we buy, so 
the prepackaging of meats was not 
generally feasible until the develop- 
ment of satisfactory transparent films. 
Visibility was important, but other 
packaging problems also arose be- 
cause of the characteristics of red 
meat. It generally is dark red immedi- 
ately upon being cut and becomes 
bright red soon after being exposed to 
the oxygen in the air. The extent of 
the oxidation process and subsequent 
darkening of the meat, after a longer 
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period of exposure to the air, is related 
to the amount of oxygen to which the 
meat is exposed. 

Cellophane, one of the first packag- 
ing materials developed that provided 
sufficient visibility to the product, was 
tried for prepackaging meats. A spe- 
cial type of cellophane had to be de- 
veloped which would permit enough— 
but not too much—oxygen to pene- 
trate the package. Other types of films, 
among them a rubber hydrochloride 
film, also met the requirements of red 
meats. 

The increasing use of trade-marked 
brands has been facilitated by packag- 
ing. A distinctive package and a dis- 
tinctive brand name create in the 
customer's mind the impression that 
the product within is also distinctive. 
Advertising and sales campaigns gen- 
erally can be made more effective 
when they can be tied to a packaged 
product. 

Examples of the convenience in using 
kitchen-serviced foods are vegetable 
salads, peeled potatoes, soup mixes, 
coleslaw, potato salad, macaroni salad, 
and deviled eggs. Some of them are 
prepared in a central processing plant 
or chainstore warehouse. Many of the 
prepared prepackaged vegetables, such 
as coleslaw and salad mixes, may be 
packaged in specialized packing plants. 

Green and leafy vegetables, such as 
lettuce, may be prepackaged in trans- 
parent ^ films, which prevent loss of 
moisture and reduce wilting and re- 
duce the cost of marketing by reducing 
waste and spoilage losses. 

Sanitation is another reason for 
modern packaging. When products 
like lettuce and other leafy vegetables, 
which are not cooked, are properly 
packaged, the chances of contamina- 
tion are lessened. Many fruits some- 
times attract gnats or fruit files while 
they are on display in retail stores 
under conventional conditions, and 
packaging them in transparent con- 
tainers makes a more sanitary method 
of merchandising. 

Customers seem to like the extra 
convenience of the prepackaged vege- 
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tables. Housewives find it more con- 
venient to pick up a package of carrots 
than to select a bunch of carrots, 
which often is wet, and then wait for a 
clerk to remove the tops. Many—but 
not all—customers prefer to pick up a 
clean package of potatoes rather than 
select them from a loose or bulk dis- 
play. Processed cheese is now molded 
in the proper form and cut in individ- 
ual slices and packaged in consumer- 
size containers almost entirely auto- 
matically in manufacturing plants. 
Natural cheese is also prepackaged in 
retail stores. The efficiency in handling 
cheese, particularly the retailing op- 
eration, thus is greatly increased. 

Many retailers have limited space 
for storing perishables. Some who are 
not well trained in the techniques of 
displaying and preserving the perish- 
ables usually prefer deliveries in quan- 
tities that can be disposed of in a day 
or two, and the trend is toward smaller 
wholesale shipping packages. An ex- 
ample is the half-size boxes for Cali- 
fornia lemons and western iceberg let- 
tuce, which eliminate the need to 
repack the products at terminal mar- 
kets to satisfy retailers' requirements. 

Shipping containers may be designed 
to promote sales to the ultimate con- 
sumer in the original package. The 
lug boxes used for apricots and the 
half-bushel basket for eastern peaches 
and Idaho prunes reflect attempts to 
satisfy the housewife's demand for a 
quantity of fruit for home canning that 
can be conveniently handled in a 
limited working and storage space. 

Although the size and shape of pack- 
ages most acceptable to consumers 
often are matters of trial and error, 
research by Government and industry 
is being applied to the question. For 
instance, in a test period of 3 weeks, 
consumers in three cities showed a pref- 
erence for apples in 3- or 4-pound bags 
over similar apples in 5-pound bags. 

Small families like fractional pack- 
ages—such as two kinds of cake that 
are wrapped as one. The design of the 
package is important as well—square 
milk bottles require one-third less space 
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than round bottles. Short ketchup bot- 
tles tip over less easily than tali ketchup 
bottles. A package should not fall 
apart on the way home. It has to be 
easy to open. Potato packagers have 
found out that the customer does not 
want to get out a pair of pliers to 
unfasten the wire tie of a paper bag. 
Consumers complain when they can- 
not close a cellophane bag after using 
part of the contents. 

IMPROVED PACKAGING materials, con- 
tainers, and methods are being devel- 
oped. Dried fruits used to be packed 
and shipped in 25-pound wooden 
boxes. Now dried prunes are packaged 
at the point of production in a variety 
of packages, the most common of 
which are paperboard boxes laminated 
with aluminum foil and transparent 
film bags. In a modern plant, proc- 
essed prunes travel by conveyor belts 
into a hopper, where they are pre- 
weighed into 1- or 2-pound lots. A 
machine makes the film bag and fills 
it with the prunes. Propylene oxide 
(or ethylene oxide) is automatically 
injected into the package at the time 
of filling to prevent development of 
mold on the prunes. The packages are 
automatically sealed and packed by 
hand in fiberboard shipping cases. 

The average buyer may not be 
greatly interested in the fact that the 
prunes are packaged in Saran, a poly- 
vinylidene chloride, or in a film known 
as K-202, which is a cellophane with 
a coating of a modified vinylidene 
polymer. But the buyer considers it 
important that the right properties are 
provided in the packaging material to 
maintain the quality of the product 
placed in it: The housewife finds, when 
she opens the package, that the prunes 
are soft and not dried out, as they 
often were in the old wooden cases. 

A vast array of chemicals is used in 
manufacturing packaging materials. 
More than 60 different types and 
thicknesses of cellophane are manu- 
factured to meet specific uses. 

Cellulose acetate, another common 
flexible transparent film, is clear and 
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crinkles less quickly than cellophane. 
It is often used as a window in cartons, 
such as those used for cakes or other 
pastry products. It is also commonly 
used for packaging tomatoes and cut 
flowers. Because it is highly permeable 
to water vapor transmission, how- 
ever, some products packed in it wilt 
rapidly. 

Pliofilm, which is a rubber hydro- 
chloride film, is transparent, durable, 
and moisture-vaporproof. It is used on 
such items as beef rib roasts because it 
is less likely to be punctured by sharp 
bones than is cellophane. Since it is 
impervious to moisture, it is a good 
film for packaging such items as dill 
pickles or sauerkraut.. 

Polyethylene, one of the newer 
packaging films, has a rather milky 
appearance. It is vaporproof and dur- 
able. Carrots will keep crisp and 
turgid in a polyethylene bag for a 
long time. 

MANY PERISHABLE PRODUCTS need 
some kind of inner packing. A mere 
paper or cotton wrap may serve the 
purpose by preserving cleanliness, as 
when used on meat cuts shipped in 
veneer boxes or on fruits to prevent 
the spread of decays, which may de- 
velop in transit. Still other moisture- 
resistant wraps are used in the com- 
mon crates to contain the snow ice 
with which some vegetables are packed 
for cross-country shipment. Chipboard 
or corrugated liners and cover pads 
protect fruits from the rough inner 
surfaces and cutting edges of wooden 
shipping, containers. Shell eggs with- 
stand the normal hazards of handling 
only when isolated one from another 
in the shipping package, usually "by 
means of vertical and horizontal chip- 
board dividers, or the cell-type pack- 
age. For berries and other small fruits, 
the inner packing is itself a container. 

Because the disposition to be made 
of perishable products usually de- 
pends on their quality and condition, 
such products must be accessible to 
inspection by all who follow the 
original receiver in the chain of dis- 
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tribution—wholesaler, jobber, retailer, 
consumer. Consequently an. essential 
of a shipping package is that it lends 
itself readily to opening and closing 
with a minimum of damage to the 
container or disarrangement of the 
contents. That is also an important 
requirement for the export packages, 
which often are subject to several 
customs inspections. 

Some products are packed and re- 
packed in different forms before 
reaching the consumer. Very little 
wheat in the natural state reaches the 
consumer. After leaving the country 
elevator, it becomes stock feed, break- 
fast cereal, flour for household or 
industrial use, bread, other baked 
goods, pie and cake mixes, or foods 

= prepared in various forms. 

A PROCESSOR considers a number of 
factors in selecting materials and types 
of containers. Generally he tries to 
select a package that most econom- 
ically meets such basic requirements 
as protection and preservation of 
quality, convenience, preferred sizes, 
and attractiveness. 

Often the most important factors are 
technical. The common tin can, for 
instance, is made from cold-rolled steel 
sheets covered with a thin coating of 
tin. The thickness of the steel varies 
with the size of the can. The thickness 
of the tin coating varies with the 
corrosive nature of the product to be 
packed. For certain classes of foods, a 
coating of enamel is applied to the 
inner surface of the can. The enamel 
varies with the character of the prod- 
uct. One kind of enamel prevents the 
fading of highly colored products like 
berries and beets. Another prevents 
the formation of iron sulfide and the 
resulting discoloration in sulfur-bear- 
ing products, such as cream corn. 
Some meat products require enamels 
that are resistant to fats. Fruit juices 
require special enamels. 

Some cans hold one serving, some 
two, others three or more, up to sizes 
for use in restaurants and institutions. 
For fruits  and vegetables alone,  32 
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sizes of cans are commonly used in 
efforts to satisfy consumers' preferences. 
The sizes were developed over a period 
of years, largely by trial and error. 

The problem of selection may be 
even more complex if paper, metal 
foil, packaging films, and similar 
flexible materials are used. They must 
be odorless, tasteless, and nontoxic 
When they are used ta package food. 
Also to be considered are cost, general 
attractiveness, resistance to moisture, 
greaseproofness, strength, stretch or 
shrink, and gas and odor impermea- 
bility or (sometimes) permeability, 
transparency, resistance to light, chem- 
ical inertness, and printability. Because 
foods are subject to various types of 
breakdown or contamination, many 
packages embody combinations of sev- ■ 
eral properties. 

Because most foods tend either to 
pick up or lose moisture in storage or 
on the shelves, the problem of moisture 
control probably is encountered most 
often. If the moisture content becomes 
too high, prepared cake mixes may 
lose their leavening property and 
powdered milk will become lumpy 
and difficult to reconstitute. Cereals 
require packages that are moisture- 
resistant but at the same time can 
allow the escape of odors that may 
build up in the package. 

A major problem in packaging many 
foods is to prevent insect infestation 
and, in frozen foods, to prevent access 
of outside air so as to minimize enzymic 
and chemical changes. Hence the 
proper sealing of packages is essential. 

Greaseproofness is important. Seep- 
age from products like baked goods, 
cake and pie mixes, and nuts is likely 
to stain the package and make it 
unsightly and unsalable. Absorption of 
oil or grease from without may induce 
rancidity. Packages for butter and 
other fatty products, susceptible to 
odor contamination, must be imper- 
meable to gases and greaseproof. 

Glass containers also present some 
problems. For some unexplained rea- 
son, grapefruit products do not stand 
up well in them. Apple juice appears 
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to keep best in bottles of brown glass. 
Easy opening features, reclosing de- 
vices, pour spouts, and possible reuse 
value are other factors. 

THE COST of packaging a farm product 
seldom remains constant. Even if all 
other elements of cost in a particular 
plant remained essentially unchanged, 
the cost per unit probably would vary 
seasonally because of changes in quan- 
tities handled. And, at a specific time, 
costs among packers would vary be- 
cause of differences in equipment, in 
efficiency of labor and operations, and 
in quantities of product packed. An 
average cost figure, therefore, gener- 
ally has a wide range of scatter about 
it and may quickly become obsolete. 

Nevertheless the results of a few 
studies are cited, mainly to point out 
that packaging costs represent a sig- 
nificant segment of the consumer's 
dollar and that an increase or decrease 
in costs is likely to have a correspond- 
ing effect upon the part of the con- 
sumer's dollar that the farmer gets. 

In a week of heavy receipts in 1951, 
among seven cooperatives the costs of 
packing materials for a go-dozen case 
of consumer-grade eggs in cartons 
varied from about 73 cents to 99 cents. 
The direct labor costs for cartoning and 
packing a case of eggs at one of the 
plants was about 64 cents. The cost of 
packaging material and packing labor, 
therefore, averaged about 5 cents a 
dozen. 

A study by the Department of Agri- 
culture indicated that in 1950 for every 
dollar's worth of canned fruits and 
vegetables bought by the housewife 
an average of 1 o to 15 cents represented 
the cost of the cans and about 2 cents 
the cost of the shipping case. If she 
bought frozen fruits and vegetables, 
4 to 9 cents out of the dollar represent- 
ed the cost of containers and wrappers 
and about 1 cent the cost of the ship- 
ping case. 

Other estimates indicated that in 
1952 the cost of container and shipping 
case, per pound of nonfat dry milk 
solids, was about 1.2 cents for barrels 
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or drums weighing 200 to 225 pounds, 
about 3 cents for 25-pound tins packed 
2 in a wire-bound box, and approxi- 
mately 3.5 cents to more than 4 cents 
for consumer packages. In some mul- 
tiple-pack consumer packages are 
packets, each of which holds the right 
amount of powder to make a quart of 
reconstituted skim milk. The more 
elaborate the package the higher its 
cost. Such a package, however, may 
be economically sound if it helps to 
expand sales materially. 

Indeed, the story of nonfat dry milk 
solids illustrates how improvements 
in assembling, processing, and packag- 
ing can lead to a substantial expansion 
of the market for a farm product. The 
production of nonfat dry milk solids 
increased from 565 million pounds in 
1942 to 842 million pounds in 1952. 
It takes about 11.7 pounds of skim 
milk to make 1 pound of dried product, 
so that about 3.2 billion more pounds 
of skim milk were utilized for nonfat 
dry milk solids in 1952 than in 1942. 
Without that expansion, the skim milk 
probably would have been fed to live- 
stock or wasted. Although the expan- 
sion was induced by wartime require- 
ments for overseas uses, packaging 
advances enabled the industry to di- 
vert much of the product to domestic 
consumer sales afterward. Packaging 
costs therefore should not only be 
evaluated in relation to the physical 
functions which the package performs, 
but also in relation to the effectiveness 
of the package in promoting sales. 

MASS-PRODUCTION or assembly-line 
methods, in many instances employing 
highly specialized machines and equip- 
ment, are used in the packaging of 
some farm goods. 

A machine can count such products 
as lemons and tomatoes. Another sorts 
dry beans, lemons, and tomatoes, by 
the amount of color showing on them. 
Machinery is used to package such 
items as rice and nuts and put the 
packages into shipping containers. 
Bakeries use machines to form a loaf 
of   bread,   turn   it   over,   convey   it 

IS? 

through the baking ovens, slice it5 and 
wrap it. 

Still, a lot of hand labor is used in 
packaging many common products. 
Spinach is an example. Growers take 
great care to cut the leaves by hand 
and pack them into paper-lined bas- 
kets. Some spinach is field-packed. 
Some is trucked from the field to the 
nearby packing sheds, where it is 
graded and then repacked into baskets. 
Crushed ice is put in the baskets, and 
the spinach usually is under refrigera- 
tion until it reaches the terminal 
markets. 

At the terminal prepackaging plant 
the spinach may be placed into re- 
frigerated storage until it is ready for 
sorting and grading by operators who 
remove bruised and inferior leaves. It 
is then automatically transferred to 
huge washing tanks to remove any 
sand still on the leaves. Then the leaves 
move on a chain conveyor under 
sprayers that remove any other foreign 
material. Most packaging plants use a 
series of water sprayers. In some an 
antiseptic solution is added to the 
water to kill bacteria on the leaves. 
The thoroughly washed leaves are 
placed in centrifugal machines that 
remove excess water. The dried leaves 
travel down a conveyor belt to be 
bagged by hand in transparent film 
bags. The filled bags are sealed, packed 
into shipping containers, and placed 
under refrigeration to await shipment. 
Often the spinach is transported to 
retail stores in refrigerated trucks and 
is displayed in refrigerated produce 
cases in the store. 

Such a complicated series of opera- 
tions accounts for the big difference in 
the price received by the grower of the 
spinach in Eagle Pass, Tex., for ex- 
ample, and the price the customer pays 
for spinach some 2,000 miles away in 
Boston in winter. 

Because of their varying character- 
istics of conformation, quality, and 
condition, most of the unprocessed 
farm products do not lend themselves 
readily to mechanized packaging other 
than possibly the overwrapping and 
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sealing of containers previously filled 
by hand. 

The packaging of some fresh prod- 
ucts at the shipping point was largely 
in the experimental stage in 1954. 

A great deal of research has been 
started in the Department of Agricul- 
ture to determine the economic feasi- 
bility of prepackaging fresh fruits and 
vegetables at the shipping point and 
at the wholesale and retail levels in the 
receiving markets. Meanwhile, most 
consumer packaging of those products 
was done by the wholesaler or by the 
retailer with limited use of machines. 

Fully automatic packaging is feasible 
only with products that are uniform 
enough in physical properties to insure 
a uniform flow through the operation 
and that are handled in large enough 
volume to warrant the relatively high 
initial outlays. Fluid milk, canned 
goods, and cereals, sugar, and butter 
typify products that are adaptable to 
rather complete automatic packaging. 

Machines for filling, packaging, and 
closing ice cream containers were in- 
troduced in 1947. They eliminate hand 
labor, increase output, save floor space, 
and improve sanitation—advantages 
that offset initial costs of the machines. 

The packaging technique often is 
complex. Flexible or semiflexible con- 
tainers for packaging dry materials, 
for example, usually are fed into the 
machine in the flat. The machine 
opens and sets them up on the con- 
veyor belt, shakes them during the 
filling operation to induce uniform 
filling, weighs each package and re- 
jects any that are improperly filled, 
seals the acceptable ones, and finally 
places them in the shipping container. 

Sometimes the containers are ac- 
tually made at the time of packaging 
from tubular material fed into the 
machine from rolls. Machines that 
form flat material into packets and 
automatically fill, wrap, close, and 
perhaps hermetically seal them are 
common. 

PRODUCTS THAT ARRIVE at the desti- 
nation in damaged condition usually 
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are discounted in the market. Too 
often packers sacrifice the factor of 
safety to that of cost, and find them- 
selves unable to recover in-transit 
damage attributable to inadequate 
packaging. 

To insure full pack at destination 
and prevent damage from movement 
within the package, it is customary to 
pack certain fresh fruits and vegetables 
with a crown or bulge at the top of the 
container—a desirable and justifiable 
practice when the amount of bulge is 
not too great. But often bulge packing 
has been carried to extreme lengths, 
so that there is damage in transit. The 
carriers point out that excessive bulge 
and pressure packing prevents the 
covers from being securely fastened 
and otherwise weakens the containers 
through undue stresses and strains. 
Therefore some tariff provisions limit 
the amount of bulge permitted on con- 
tainers when shipped by rail. 

Throughout distribution, packaged 
products may be handled and re- 
handled many times, loaded, unloaded 
and reloaded, or stacked in storage, 
one upon another, several layers deep. 
Each package has to withstand the 
tremendous vertical pressures to which 
it may be subjected, the wracking 
motion of moving vehicles, and the 
impacts of sudden stops and starts. 

The kind and amount of packing 
required to insure safe delivery vary 
with the product. Shipping containers 
include nonrigid textile or paper bags 
or wraps for the hard products, the 
fiberboard and veneer packages, and 
the sturdier nailed wooden box or 
barrel for the more delicate and 
fragile products. Whether a material 
is adequate and suitable may depend 
on the character of the material and 
also on how well the container is put 
together, how wisely it is packed, and 
how expertly it is loaded into the 
transporting vehicle. 

Wood is often selected for shipping 
containers that need a high degree of 
sturdiness and rigidity. They include 
boxes made with sawn lumber, wire- 
bound boxes, boxes made of plywood 
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or other wood products, and baskets 
and hampers. Packaging experts gen- 
erally use the lightest wood that will 
do the job so as to reduce the effort 
of handling and the cost of transporta- 
tion. But the native species of wood 
may dictate the type of container 
selected. In the soft pine regions of 
New England and the Pacific North- 
west, the nailed wooden box, . con- 
structed of sawn lumber, has been 
preeminent; baskets, barrels, and wire- 
bound boxes, usually made of rotary- 
cut veneer, are likely to predominate 
in areas where the local species do 
not lend themselves readily to nailing. 

The tremendous increase (estimated 
at 400 percent since 1925) in the use of 
fiberboard shipping boxes attests their 
general suitability for many products. 
Among their attributes are lightness 
in weight and resulting low transpor- 
tation costs; economy of storage space, 
because they may be stored empty in 
the flat; ease of setting up for packing 
and closing after being packed; free- 
dom from rough surfaces, inside and 
out; and relatively low cost. Advertis- 
ing and other material can be printed 
on them. 

Fiberboard containers that are not 
specially treated, however, are not 
moistureproof and sooner or later lose 
much of their strength and rigidity 
under normal atmospheric conditions. 

The customary single-wall boxes, 
while quite adequate for canned and 
other packaged goods capable of sup- 
porting their own weight, are usually 
not considered suitable as bulk ship- 
ping containers for some products. The 
cost of treating fiberboard to overcome 
this weakness is virtually prohibitive 
for ordinary usage. Multiwall con- 
struction, of untreated material, tends 
to correct the defect. Thus where ex- 
tended cold storage is not contem- 
plated, egg cases and fruit boxes, so 
built, have proved to be quite ade- 
quate. The multiwall principle also 
is applied to paper shipping bags 
(notably for potatoes) and makes 
them quite suitable for many dry, 
bulky products. 
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Folding or setup cardboard boxes 
have been used for many years. The 
production of boxboard containers for 
all uses approximated 1.6 million tons 
in 1925; by 1951 the production was 
approximately 5.6 million tons. Some 
of the increase was due to the develop- 
ment of paper milk bottles and con- 
tainers for other liquid and semiliquid 
products and' a host of frozen foods. A 
new style of spout, which pours like a 
pitcher, has been perfected for gable- 
style milk cartons. 

The size and shape of shipping con- 
tainers are important. Heavy, cumber- 
some packages get more abuse through 
dropping than those that one man can 
conveniently handle. Packages may be 
handled with reasonable care on the 
farm, but later handlings may be 
rough. Particularly at terminal mar- 
kets where solid loads are broken for 
city distribution, handlers must quick- 
ly load many packages. The clumsy, 
awkward package usually suffers most 
in the process. A package is in good 
proportion if the width and depth 
(cross section) are about equal, and 
the length is about twice as great as the 
depth. 

The Association of American Rail- 
roads recommends that the familiar 
legend "This side up" be replaced or 
supplemented by large red arrows 
pointing up on all four sides of the 
container. The arrows are understood 
by everyone and they help a foreman 
check quickly whether containers arc 
properly placed in a warehouse or on 
a truck. 

High labor costs are forcing con- 
sideration of improved methods oí 
handling packaged products. 

In collaboration with the Depart- 
ment of Agriculture, the Washington 
State Apple Commission has designed, 
constructed, and placed in experi- 
mental use a portable mechanical lift 
for high-piling and breaking out high- 
piled boxes. Clamps are used for grip- 
ping the lower boxes in stacks to be 
moved. Costs are more than cut in half. 

Packages arc selected that are best 
suited to being transported and stored 
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intact in large units on pallets (mov- 
able platforms), as a means of elimi- 
nating or lowering the cost of repeated 
handling of individual packages. Be- 
cause the pallet itself may serve as a 
^package," palletizing often results in 
a saving of packaging materials. It also 
reduces damage and simplifies ware- 
house and inventory procedure. One 
requirement of successful palletizing 
is that packages be of such sizes and 
shapes that they stack securely and 
economically on standard pallets. 

The canning industry in a booklet, 
Simplified Practice Recommendations, pub- 
lished by the Department of Com- 
merce, has directed attention to the 
problem. Some progress has been 
made in simplifying the containers. In 
general, rectilinear containers are 
found to be most efficient and best 
suited to stowing on pallets or in stor- 
age. Round types, such .as barrels and 
tubs, are least economical of space. 

Too MANY sizes and shapes of pack- 
ages put a burden on producers and 
consumers—greater costs of manufac- 
turing and carrying in stock a large 
number of different kinds of contain- 
ers; handling odd-size containers in 
transportation, storage, and the dis- 
tributive system; and merchandising 
confusing amounts of a product, with 
the result that sales are made at a dis- 
advantage for lack of a definite basis 
of sale and of accurate market infor- 
mation. 

To facilitate trading and to prevent 
misrepresentation, the Congress passed 
the Standard Containers Acts of igi6 
and 1928, which fixed the standard 
sizes of baskets and hampers for fresh 
fruits and vegetables. They do not 
apply to other types of containers com- 
monly used for such products. During 
the Second World War, however, 
shortages of wood and metals did lead 
to compulsory simplification in that 
the manufacture of wooden containers 
for fresh fruits and vegetables and of 
tin and glass containers for processed 
foods was limited to a relatively few 
practical sizes. Much strategic material 
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was conserved and an effective salvage 
and reuse program was carried out. 
But to a large extent those programs of 
simplification did not long survive the 
lifting of controls. 

For years the Department of Agri- 
culture and various groups in industry 
have been working together to develop 
uniform national standards for con- 
tainers of certain agricultural products. 

Since 1921, the chief function of the 
division of simplified practices of the 
Department of Commerce has been 
to centralize and coordinate the efforts 
of producers, distributors, and con- 
sumers in developing and applying 
simplified practices that will reduce 
the waste and inefficiencies resulting 
from excessive and unnecessary varie- 
ties of products and containers. The 
Department supports all simplifica- 
tions of practice that have the backing 
of at least 80 percent of the industry. 

Experience has proved that a suc- 
cessful program depends on five steps: 
A careful survey to determine existing 
sizes and varieties and the demand for 
each; the elimination of the sizes and 
varieties for which there exists only a 
small or irregular demand; the reten- 
tion of any package for which a neces- 
sity exists; periodic resurveys as a basis 
for revisions and improvements; the 
unabated interest and active support of 
producers, distributors, and consumers. 

The work in connection with those 
fundamental steps is spearheaded by 
a standing committee selected by the 
industry. Simplified recommendations 
have been advanced for nearly 30 cat- 
egories of containers, most of which 
are used for agricultural products in 
one form or another. 

RESEARCH in the field of packaging 
was expanded during the Second 
World War. Activities were centered 
at the United States Forest Products 
Laboratory in Madison, Wis., where 
extra-durable containers were de- 
signed to withstand the hazards of sea 
water, extremes in temperature and 
humidity, decay, corrosion, and very 
rough handling.    Because the shipping 
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space was at a premium and lumber 
and other packaging materials were 
scarce, compactness and economical 
use of materials also were paramount 
considerations. Crates and boxes were 
designed to eliminate useless air space, 
and the minimum weight of lumber 
needed to protect an article was de- 
termined. 

Improvements in the durability and 
compactness of containers and more 
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economical use of materials and labor 
remain fundamental objectives of re- 
search by Government and industry. 
To these are added scores of diverse 
problems that relate to packaging and 
containers, indicating that it takes con- 
tinuous research, experimentation, and 
testing to develop better and more 
efficient containers for marketing agri- 
cultural products. (L. C. Carey, Gertrude 
G. Foelschy Donald R. Stokes.) 

FLOW OF FOODS IN THE UNITED STATES 
1935-39 AVERAGE TONNAGE, IN MILLIONS OF TONS 

DOMESTIC AGRICULTURAL PRODUCTS 

LOSS NONFOOD 
USE 

TOTAL DOMESTIC 
CONSUMPTION 

1. Includes eggs, nuts, fresh fruit and vegetables, dry peas 
and beans, and milk and poultry used In producers' house- 
holds. 

2. Includes butter and livestock used in producers' house- 

holds; homo canned fruit and vegetables, and poultry 
dressed in nonfactory establishments. 

Excludes 2.3 million tons of grain used in making alcoholic 



Grades, Standards 

'TTCI^'' lu ciny exchange of goods 

the buyer and seller must agree on how much of a com- 

modity is to be delivered. As soon as trade gets beyond 

simple barter, it has to depend therefore on weights and 

measures. Likewise, all trading, except simple barter, in- 

volves price. Price in practically all markets is a com- 

mon denominator by which are expressed unlike details 

of size, amount, weight, and quality of products being 

traded. Besides weights and measures, therefore, stand- 

ards for other attributes of goods have been developed. 

Grading is a basic function in practically all transactions. 
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The purpose is to establish a common language under- 

stood by buyers and sellers as a basis of judging the 

quality of a product in relation to its sales price. Grades 

are useful to all persons who engage in trade. They are 

also useful in describing the quality of many consumers' 

retail goods. Controversy over compulsory grade label- 

ing of consumer goods has waxed strong, however. Much 

of the argument has been concerned with the system of 

grading to use. 

Units and 
Standards of 
Measurement 

In any exchange of goods the seller 
and buyer must agree on how much 
of a commodity is to be delivered. As 
soon as any trade gets beyond simple 
barter, it has to depend therefore on 
weights and measures of some kind. 

In early days each locality or each 
social and political unit developed its 
own measures. The result was a vast 
diversity of units and methods of 
measurement and with it misunder- 
standing and the possibility of fraud. 

The processes of trade are eased if 
the weights and measures to be used 
are prescribed by some authority and 
are not left as a subject for argument 
between buyer and seller. So regula- 
tion of weights and measures by law 
has been undertaken in all civiliza- 
tions of which we have record. 

But customs so closely related to our 
everyday life are slow to change. Even 
in countries that long ago adopted new 

systems of units the old names often 
remain in use. In Paris, after 100 years 
of compulsory use of the metric system, 
hucksters still cry the price of fruit per 
livre (pound), just as the Berliner talks 
of the Pfund, even though the weight 
of each is actually a half kilogram. 

Our own customs are equally hard 
to change even when they cause some 
real trouble: We still give statistics on 
grains in bushels, although by law 
deliveries must be by weight and al- 
though farmers in some sections prefer 
to talk of barrels or of hundredweights. 

In relatively recent times marketing 
areas have grown to the extent that 
local and even national customs and 
regulations regarding weights and 
measures have had to be adjusted 
and—as far as practicable—unified 
and simplified. 

When uniform practices are not 
attainable, it is necessary at least to 
know the units in which major produc- 
ing areas measure a commodity. The 
price the Kansas farmer gets for his 
wheat depends upon the size of the 
crops in Canada, and Argentina, and 
Australia. To collect and distribute 
information on crops one must know 
about the units and money used in 
each country. 

In manufactured products the need 
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for uniformity of measurements is still 
more obvious. A replacement bolt 
that does not fit may put a tractor out 
of business, whether it be in Illinois, 
Brazil, or Africa. 

The world has made much progress 
toward such uniformity. Considerable 
diversity exists in details of each sys- 
tem, but two general systems now 
dominate trade throughout the civi- 
lized world—the metric, based upon 
the meter and the kilogram, and the 
English or "Imperial," which has as 
its basic units the yard and the pound. 

THE METRIC SYSTEM was primarily a 
result of the French Revolution. It 
was itself a revolutionary development. 
A reform of weights and measures was 
urgently needed because France was a 
composite of kingdoms and principali- 
ties, and large differences existed be- 
tween the units used in different parts 
of the country. Instead of trying to 
adjust and reconcile the diverse units, 
the scientists to whom the problem 
was assigned devised an entirely new 
system. The two chief characteristics 
of the system were that its units should 
be derived from unchanging natural 
standards and that units of various 
sizes should all be related by factors of 
IG or its multiples, so that calculations 
could be made simply by pointing off 
decimals or adding ciphers. 

As an unchanging natural standard 
of length, the committee chose a quar- 
ter of the circumference of the earth to 
be measured along a meridian passing 
through France. The practical unit, the 
meter, was to be one ten-millionth part 
of that quadrant. After extensive sur- 
veys by competent geodesists to deter- 
mine the length of the quadrant, a 
platinum bar was made as a standard 
to represent the meter in a usable form. 
The unit of weight, the kilogram, was 
to be derived from the meter by making 
the kilogram the weight of i cubic 
decimeter (that is, a cube one-tenth of 
a meter on a side) of pure water at the 
temperature at which the water is most 
dense (about 370 F.). As had been done 
for the meter, however, the scientists 
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made a standard of platinum to repre- 
sent the kilogram in usable form. 

As usually happens in such difficult 
measurements, the length of the meter 
bar and the weight of the kilogram 
cylinder were later found not to cor- 
respond exactly to the natural stand- 
ards from which they were derived. 
Also on account of the departure of the 
kilogram standard from the intended 
weight, the liter (unit of capacity), 
defined as the volume of i kilogram of 
water, is slightly larger than the cubic 
decimeter which it was intended to 
equal. 

The French Government decided to 
adopt the units as preserved by the 
platinum standards and thus in effect 
discarded the first principle on which 
the system was based. The simplicity 
of the decimal system, however, and 
the urgent need for uniformity in 
weights and measures led to the wide- 
spread  adoption of the new system. 

Its use was made mandatory in 
France in 1840, and gradually spread 
to other European countries; 

An act of the United States Congress 
in 1866 provided: "It shall be lawful 
throughout the United States of Amer- 
ica to employ the weights and meas- 
ures of the metric system; and no con- 
tract or dealing, or pleading in any 
court, shall be deemed invalid or 
liable to objection because the weights 
and measures expressed or referred to 
therein are weights and measures of 
the metric system." 

FORMAL INTERNATIONAL ACCEPTANCE 
of the metric system was brought about 
by meetings in 1870, 1872, and 1875, 
which resulted in a treaty that set up 
a permanent organization to maintain 
and perfect the system. The organiza- 
tion included a laboratory (the Inter- 
national Bureau of Weights and Meas- 
ures), to be placed on neutral inter- 
national territory given by the French 
Government, and an International 
Committee on Weights and Measures 
to direct the work of that bureau. 

The first duty of the new organiza- 
tion was to provide standard meter 
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bars and standard kilograms for the 
International Bureau and for the coun- 
tries that were members of the organi- 
zation. As material to make the stand- 
ards, the Committee chose platinum 
alloyed with 10 percent of iridium. 

The making of the standards and 
their calibration took many years. In 
1889 they were completed and dis- 
tributed to the various countries to 
serve as national standards. One par- 
ticular meter bar and one kilogram 
were selected as the prototypes, or 
basic standards, and deposited in a 
subterranean vault at the Interna- 
tional Bureau. At intervals since then 
the meters and kilograms of the several 
countries have been taken back to the 
International Bureau for comparison 
with its standards. 

The metric system therefore has the 
advantages of being founded upon 
well-established standards of the high- 
est attainable accuracy and of having 
a competent organization to make sure 
that worldwide uniformity is main- 
tained over long periods. Also in the 
everyday use of the system, as well as 
in learning it, the making of all calcu- 
lations by multiplying or dividing by 
tens is a great saver of labor. 

A minor advantage is that names for 
all multiples of the basic units are 
formed in a systematic way by pre- 
fixes, as follows: 

milli=one thousandth 
centi=one hundredth 
dec i=one tenth 

deka = ten 
hecto = one hundred 

kilo=one thousand 
So, for example, 1,000 grams make 

1 kilogram; one thousandth of a gram 
is 1 milligram. There is, however, a 
special name for 1,000 kilograms, 1 
metric ton, or tonneau, which hap- 
pens to be only 1.5 percent smaller 
than a British or long ton. 

Originally 17 countries signed the 
metric treaty of 1875. The number be- 
longing to the weights and measures 
organization has since increased to 33. 
The metric system is used exclusively 
in all continental European countries. 

Ho 
It is the legal system in all of Latin 
America and in several Asiatic coun- 
tries, although older units still remain 
in use in many countries. China, India, 
and Indonesia have planned to intro- 
duce it gradually to replace the many 
local units still in use. Thus the whole 
world uses or expects to use the metric 
system, except the English-speaking 
countries, and in them the metric 
system is used in nearly all work in 

ALTHOUGH THE METRIC STANDARDS 

made of platinum-iridium have served 
their purpose very well, many scien- 
tists have cherished the belief that the 
system should eventually be based 
upon natural standards of even greater 
permanence. In particular, certain 
wavelengths of light have long been 
considered as possible substitutes for 
the metal bar as the ultimate reference 
standard of length. The natural ma- 
terials, such as cadmium, mercury, 
and krypton, which might be used to 
produce light for this purpose, how- 
ever, are really mixtures of "isotopes," 
that is, each of them includes atoms 
that have diverse atomic weights al- 
though they are designated by the 

. same name and atomic number and 
are so similar in structure that they 
cannot be separated by ordinary chem- 
ical procedures. The various isotopes 
of a given element produce wave- 
lengths slightly different, so that the 
waves given off by a natural element 
are complex in form. This complexity 
limits the accuracy of measurements 
made by using such light waves. 

Research on atomic structure has 
provided methods for producing ma- 
terials containing only one isotope of 
an element. Such material gives off 
waves simple in form; they produce 
fine, sharp lines in a spectrum. With 
them measurements of length can be 
made much more precise than is 
possible with lines ruled on metal bars. 
Consequently in 1953 an Advisory 
Committee of the International Com- 
mittee on Weights and Measures, 
including members from n countries, 
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recommended that wavelengths pro- 
duced by some isotope be adopted to 
supersede the bar as the basis for the 
definition of the meter. This recom- 
mendation would become effective 
upon approval by a General Confer- 
ence on Weights and Measures. The 
conferences convene at 6-year inter- 
vals, and one is scheduled for 1960. 

THE UNITED STATES was a party to 
the treaty of 1875 and received two 
meter bars and two kilograms in 1889. 
Meter No. 27 and kilogram No. 20 
were accepted formally by President 
Harrison on January 2, 1890. Since 
then they have been considered as the 
primary standards of the United 
States. From them are derived the 
precise values for units in the "Eng- 
lish" system as well as those of the 
metric system. 

Following the example of the 1866 
act of the Congress, several States have 
recognized the legality of using metric 
units—Idaho, Kansas, Massachusetts, 
Nebraska, Ohio, South Dakota, and 
Tennessee. California law permits use 
of the metric system in contracts and 
in the marking of goods to show 
weight or measure. In Nevada desig- 
nations of weight or volume may be in 
metric units in lieu of the customary 
units. 

Nevertheless every one of the States 
named has some requirement as to 
commodities or containers that must 
conform to the customary units. For 
example, bread must be in 1-pound 
loaves and milk bottles must hold 1 
quart or the usual fractions of a quart. 
Although stated to be legally permis- 
sible, then, the metric units are 
practically not used at all in trade in 
the United States. 

Our customary, or "English," units 
are the result of gradual evolution of 
customs among the people, rather than 
of logical or scientific planning. Vari- 
eties of the units are universally used 
in trade in all the English-speaking 
countries, but they can hardly be 
called a system. 

They include,  in fact, several sys- 
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tems, a conglomeration of discordant 
series with no simple relation either 
between the different sets of units or 
between units of different size in a 
given series. For example, we use, for 
different purposes, three series of 
weights (avoirdupois, troy, and apoth- 
ecaries5) and the only unit common 
to all three is the grain. 

The irregularity of steps between 
units is well illustrated by measures 
of length. We divide a yard into 3 
feet, and a foot into 12 inches; 5,5 
yards make a rod, 40 rods make a 
furlong, and 8 furlongs make a mile. 

In the United States we have dry as 
well as liquid quarts and pints, the 
difference being more than 16 percent. 

In actual trade, confusion between 
these two kinds of units has been 
largely removed by requiring most dry 
commodities to be sold by weight 
instead of by dry measure, but in 
liquid measures we still divide a pint 
into gills for some things and into 
fluid ounces for others. 

The diverse units we use were inher- 
ited from colonial days when the Eng- 
lish settlers along the Atlantic seaboard 
naturally brought with them the cus- 
toms, including the weights and meas- 
ures, of the mother country. 

The history of the various units in 
England can be traced back to medi- 
eval times. The actual origin of some 
of the units is doubtful. Somewhat 
different units were used in different 
sections of England and for trade in 
different kinds of goods. As trade de- 
veloped, royal decrees from time to 
time prescribed standards of measure- 
ment. The decrees in general simply 
confirmed units already established by 
custom of the people or of the guilds 
that controlled the trade in various 
commodities, but they brought about 
a fair degree of uniformity in the coun- 
try. The American colonies, although 
acting separately, consequently ob- 
tained from England weights and 
measures that were substantially of the 
same kind although they were not in 
exact agreement with each other. 

The foundation of present United 
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States units is itself complex. The need 
for uniform weights and measures was 
fully recognized when the Colonies 
united, and power to establish them 
was given to the Federal Government. 

The Articles of Confederation pro- 
vided, "The United States in Congress 
assembled shall also have the sole and 
exclusive right and power of... fix- 
ing the standard of weights and meas- 
ures throughout the United States." 
The Constitution, effective in 1789, 
likewise included the provision that 
"the Congress shall have Power to 
. . . fix the Standard of Weights and 
Measures." 

President Washington's first annual 
message to the Congress in 1790, and 
later messages by him and his succes- 
sors emphasized the need for action to 
assure uniformity of weights and meas- 
ures, but to this day there is no legisla- 
tion defining the basic units of our 
common system, the yard and the 
pound. The uniformity of practice 
which we have was brought about by 
other means. 

The first act of Congress establishing 
a definite standard was a law of 1828, 
providing that a brass weight obtained 
by the minister of the United States at 
London in 1827 should "be the stand- 
ard troy pound of the Mint of the 
United States, conformably to which 
the coinage thereof shall be regulated." 
That weight was supposed to be an 
exact copy of the standard troy pound 
of Great Britain. While the act of Con- 
gress quoted made this troy pound 
only the standard for coinage, it prac- 
tically became the basic standard from 
which the avoirdupois pound was 
derived. 

The next step was taken to meet 
needs of the customs service. In 1830- 
1832 the Treasury Department, in re- 
sponse to a resolution of the Senate, 
made a survey of weights and measures 
then in use at customhouses in various 
American ports. The survey showed 
that serious differences existed be- 
tween ports. The Treasury Depart- 
ment proceeded to furnish uniform 
standards. As a basis, the Department 
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adopted a standard avoirdupois pound 
and a yard. The pound was derived 
from the troy pound of the mint by 
taking the ratio for the two accepted 
in England, that is, 7,000 to 5,760. 
The yard was the 36-inch interval be- 
tween two specified inch marks on an 
82-inch brass bar made in London 20 
years before for the Coast Survey. A 
gallon of 231 cubic inches and a bushel 
of 2,150.42 cubic inches were adopted. 
They were old English units, the wine 
gallon of Queen Anne and the Win- 
chester bushel, and were believed to 
represent more closely than any other 
English units the average values of 
the measures in use in the United 
States, although both of them had been 
abolished in England in 1824. 

The action taken by the Treasury 
Department to unify the weights and 
measures of the customs service was 
viewed with such favor that the Con- 
gress decided to give it wider effect. 
A resolution of June 14, 1836, directed 
the Secretary of the Treasury "to cause 
a complete set of all weights and 
measures adopted as standards and 
now either made or in progress of 
manufacture for the use of the several 
customhouses, and for other purposes, 
to be delivered to the governor of each 
State in the Union, or such person as 
he may appoint, for the use of the 
States, respectively, to the end that a 
uniform standard of weights and meas- 
ures may be established throughout 
the United States." 

The concluding clause of the resolu- 
tion appears to be the expression of a 
wish rather than the exercise of the 
constitutional power to fix the stand- 
ard of weights and measures. Never- 
theless, the effect has been practically 
to establish uniform standards, be- 
cause the States have used the stand- 
ards supplied and nearly all States 
have adopted them by law. 

The Act of July 28, 1866, which 
legalized the use of metric units, in- 
cluded tables of conversion factors 
which "may be lawfully used for com- 
puting, determining, and expressing 
in  customary weights and  measures 
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the weights and measures of the metric 
system." Recognizing the superior 
quality and probable permanence of 
the metric standards, the Office of 
Weights and Measures, then a part of 
the United States Coast and.Geodetic 
Survey, announced on April 5, 1893, 
that thereafter the customary units, 
the yard and the pound, would be de- 
rived from the metric standards "in 
accordance with the Act of July 28, 
1866." 

The act of 1866 gave 39.37 inches as 
the practical equivalent of 1 meter. 
Turning this about, the 1893 an- 
nouncement defined the yard as being 
exactly 3600/3937 meter, and that 
definition is still used in the United 
States. The equivalent for the kilo- 
gram was stated in the law as 2.2046 
pounds, but in defining the United 
States pound several digits have been 
added. In accordance with a com- 
parison of the British pound with 
the kilogram reported in 1883, the 
pound has been defined as equal to 
0.4535924277 kilogram. 

The adoption of those definitions 
did not make any appreciable change 
in the ordinary units, because the 
values adopted were those already in 
use as nearly as they could be deter- 
mined. Exact and permanent stand- 
ards had never been made to represent 
the customary units. Deriving them 
from the metric standards had the 
double advantage of providing the 
best basic standards known and of 
tying together the units of the two sys- 
tems so that their relative value re- 
mains permanently fixed. 

The custody of the standards was 
transferred from the Coast and Geo- 
detic Survey to the National Bureau of 
Standards in 1901, when the latter 
Bureau was established, but the units 
as set up by the Survey have been 
maintained. The primary metric stand- 
ards are therefore the basis for precise 
calibration of other standards repre- 
senting the customary, or English, 
units as well as the metric ones. 

Uniformity among the States in 
basic standards was attained largely 
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by the general acceptance of the sets of 
standards distributed in accordance 
with the congressional resolution of 
1836. In other respects, however, there 
was wide diversity of practice—in sizes 
of packages or containers, other cus- 
toms of the market, and the enforce- 
ment, or lack of enforcement, of regu- 
lations designed to assure the use of 
correct weights and measures in trade. 

The Constitution gives the Federal 
Government full power to regulate 
trade between States and with foreign 
countries, but there might be argu- 
ment as to whether its power "to fix 
the standard of weights and measures" 
covers regulation of market practices 
within a State. 

At any rate, the control of local use 
of weights and measures has been 
largely left to State and local author- 
ities. Such a condition might naturally 
lead to the perpetuation of local or 
regional practices, but in fact various 
influences have worked toward na- 
tional uniformity. One is the rapid 
growth of interstate trade. For ex- 
ample, the nationwide distribution of 
fresh fruit and vegetables from con- 
centrated sources of supply makes it 
advantageous for both producer and 
consumer to have uniform practices 
so that special packing or handling for 
different markets will not be necessary. 
In turn, the progress made toward 
uniformity of requirements has as- 
sisted greatly in the development of 
interstate trade. 

Such desirable uniformity of prac- 
tice in methods of sale of products has 
been promoted by voluntary coopera- 
tive action of State, city, and county 
officials in National Conferences on 
Weights and Measures. The confer- 
ences, begun under the leadership of 
the National Bureau of Standards in 
1905, have been held every year since 
then except when wartime conditions 
prevented. Officials of almost every 
State have taken part. Agreement has 
been obtained to take uniform action 
on many regulations. One of the early 
projects was the drafting of a model 
law to provide for inspection of weights 
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and measures. It has been amended 
and extended from time to time to 
include many specific requirements on 
which general agreement has been 
reached. Most of its provisions have 
been enacted into law in a majority 
of the States. 

The net result of cooperative action 
by State authorities, combined with 
Federal requirements covering forms 
and sizes of certain containers, such as 
barrels and baskets, has been to 
establish a large degree of uniformity 
in the marketing of farm products. 
This uniformity is based upon our cus- 
tomary units of weight and measure. 

The adoption of a more simple 
system, easier to learn and to use in 
records and calculations, might be 
economically justified by the net sav- 
ings of time and trouble over a long 
period of years. Any radical change 
from the customary units, however, 
would involve vast expense and cause 
much misunderstanding and confusion 
during a period of transition. Such a 
change would be politically possible 
only if desired by a majority of our 
people throughout the country. No 
such desire apparently exists, and it is 
safe to assume that there will be no 
change in our practical weights and 
measures in any foreseeable time. 

FOREIGN TRADE must continue to 
involve dealing with units d i fièrent 
from ours, and to a considerable extent 
each segment of commerce has its 
own peculiar customs with regard to 
measurement of commodities. With 
regard to general systems, we are out 
of step with the rest of the world. All 
of the more important countries out- 
side the English-speaking world differ 
from us in using the metric system. 
Furthermore, while our customary 
units are called "English," none of 
those in use in the United States is 
precisely the same as the one called by 
the same name in the countries of the 
British Commonwealth. In the basic 
units, yard and pound, the differences 
are very small, and we may eventually 
get rid of them by a little change on 
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each side. The British gallon, however, 
as tourists who visit Canada may have 
learned, is one-fifth larger than ours 
(277.42 cubic inches instead of 231); 
while the British bushel is about 3 
percent larger than ours (2219.36 
cubic inches instead of 2150.42), The 
British bushel is exactly equal to 8 
gallons, so that quarts and pints are 
exactly the same for liquid and for dry 

UNITS OF ADDITIONAL kinds become 
necessary as more and more technical 
developments play a part in everyday 
life and business. Electrical units espe- 
cially concern the farmer as well as the 
city dweller, whose bills depend upon 
the number of kilowatt-hours used. 
To set up these units originally re- 
quires elaborate apparatus, but the 
basic ideas are simple. 

The amount of electric current 
(amperes) flowing in a conductor can 
be measured by the push or pull that 
coils carrying that current exert upon 
each other. The "pressure" making the 
current flow is measured in volts. The 
product of the numbers of amperes and 
of volts is the power (the rate at which 
work is done) in watts. The number of 
watts multiplied by the number of 
hours of work gives the energy supplied 
in watt-hours. The watt-hour is a 
rather small unit; 1,000 watt-hours, or 
one fo'/owatt-hour, is a more convenient 
magnitude for accounting. 

Energy supplied by electricity is 
regularly measured in kilowatt-hours, 
and electrical generators are common- 
ly rated on the basis of their output in 
kilowatts. However, the power of the 
machines that drive the generators, 
such as waterwheels or steam engines, 
is usually stated in horsepower, one 
horsepower being about three-quarters 
of a kilowatt (746 watts). Electric 
motors likewise are generally rated in 
horsepower, although the power used 
by other electrical appliances is indi- 
cated in watts or kilowatts. 

Lamps also are marked to show the 
number of watts, that is, the amount 
of power they use, although the user is 
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generally interested in the amount of 
light that comes out of the lamp rather 
than the electrical power that goes into 
it. The amount of light is stated in 
lumens. Small sizes of ordinary fila- 
ment lamps give about 10 lumens for 
each watt used. Larger sizes produce 
up to 20 lumens per watt. 

Practical grading in the market is 
commonly done by eye, usually by 
comparing the product with standard 
samples, but the establishment of the 
standards and the checking of their 
constancy from year to year are based 
upon specifications and methods of 
measuring colors which have taken 
many years to develop. So in this field, 
as in many others, experimental work 
goes on to extend our systems of meas- 
urement. While the basic principles 
and the fundamental units are well 
established, new uses for measurement 
develop and greater convenience and 
certainty are demanded so that the 
work of the measurement laboratory 
is never done. {E. C. Crittenden.) 

Price Is a 
Nexus and a 
Symbol 

Price offers the nexus through which 
quantities, qualities, or other attri- 
butes of goods are finally measured 
when they are bought or sold. 

Price is also a symbol of a standard. 
Goods or services that are being ex- 
changed are measured in terms of some 
medium of exchange. It may be based 
on gold, or on silver, or (as in some 
past or more primitive societies) on 
shells, on certain types of stones, or on 
cattle, or wives, or tobacco (as in the 
American Colonies), or on whatever 
offers a basis for calculating exchange 
of values. 
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Although gold is never seen in ordi- 
nary trade because law prohibits its 
circulation in our domestic markets, 
prices used in everyday transactions 
in 1954 tie back to the basic standard 
of 35 dollars for every troy ounce of 
gold. But the value is also measured in 
terms of dollars for a given weight of 
the product, the troy ounce. 

Gold against which the dollar is 
evaluated must be free of impurities 
and of a certain degree of fineness. 
Thus, money, which is the standard 
for price and which is one of the sim- 
plest of all standards, gets its measure 
of value in our economy from the num- 
ber of dollars which our Federal Gov- 
ernment will offer for a given weight 
of a particular quality of the metal. 

PRICE in practically all markets is 
related to some usual, accepted com- 
mon denominators relating to size, 
amount, weight, and quality of prod- 
ucts being traded. 

For instance, prices on corn relate 
to bushels of 56 pounds and to grade; 
on cotton to pounds and to staple; on 
cattle to hundredweight and to grade; 
on butter to pounds and to score; on 
eggs to dozens and to grade and to 
weight per dozen; on most feedstuffs 
to hundredweight or tons and to per- 
centages of carbohydrates, protein, 
fiber, and, in more recent years, often 
to vitamin content; on fertilizer to 
tons and to formulas expressed in per- 
centage of active ingredients; on lum- 
ber to thousands of board-feet and to 
grade; on barbed wire to spools of 80 
rods each and the number of points on 
the barb; on roofing to 100 square feet 
of specified weight; on electricity to 
kilowatt-hours, and so on to the myriad 
other items which make up a farmer's, 
or any other person's, purchases and 
sales. 

Great numbers of other standards 
also are back of the finished products. 
The feed manufacturer buys various 
grains, such as No. 2 yellow corn, or 
No. 3 barley, and oilseed meal or meat 
scraps on the basis of their protein 
content, then mixes them with alfalfa 
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generally interested in the amount of 
light that comes out of the lamp rather 
than the electrical power that goes into 
it. The amount of light is stated in 
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of values. 
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meal or other commodities to make a 
new product. Similarly, the manufac- 
turer of barbed wire buys wire, as well 
as barbs, having specific types of steel. 
The fertilizer manufacturer buys on 
the basis of active ingredients, then 
mixes his raw material to get another 
combination, which accords with stand- 
ard formulas that sell at premiums or 
discounts from other mixtures. 

THESE MEASURES of products, their 
components, and value are used 
widely. They serve a useful purpose, 
or they would be discarded. What 
are they and where did they come 
from? 

Weights and measures were impor- 
tant enough to get some mention in 
121 j, when English barons at Runny- 
mede wrested the Magna Carta from 
King John. 

Kingly grants alone apparently were 
insufficient to insure either accuracy 
and precision in weights and measures 
or their wide acceptance and use dur- 
ing those early times or since. The 
principles of the Great Charter, re- 
affirmed by Edward I in 1297, stated, 
among other things: ". . . One meas- 
ure of wine shall be through our 
Realm, and one measure of Ale, and 
one measure of Corn, that is to say, the 
Quarter of London.  ..." 

Shortly (in 1303) the same king ap- 
proved the Assize of Weights and 
Measures, which stated: ". . .By 
consent of the whole Realm the Kings 
measure was made, so that an English 
Penny, which is called the Sterling, 
round without clipping, shall weigh 
Thirty-two Grains of Wheat dry in the 
midst of the Ear; Twenty pence make 
an Ounce ; and Twelve Ounces make a 
Pound, and Eight pounds make a 
Bushel of London; which is the Eighth 
part of a Quarter." Later, in 1593 dur- 
ing Queen Elizabeth's reign, parlia- 
ment decreed". . . that a Mile shalbe 
reckoned and taken in this manner 
and no otherwise. That is to saye, a 
Myle to conteyne Eight Furlongs, and 
Every Furlonge to conteyne Fortie 
Luggs or Poles, and every  Lugg or 

Pole to conteyne Sixteen Foote and 
Hälfe." 

The best measures then known—the 
foot, the hand, grains of wheat—were 
used to establish exactness and, it was 
then believed, objective means for cal- 
culating mass, weight, and distance in 
a uniform way. 

Authoritative decree even at those 
early dates affirmed usage and directed 
that objective means of measurement 
should take the place of an experienced 
eye or a practiced hand. But the prob- 
lem was not settled at any fell stroke. 
Time and again from the thirteenth 
century through the eighteenth cen- 
tury, governing bodies, especially the 
Crown, Parliament, and the London 
city council, tried to establish the right 
prototypes for weights and measures 
and to distribute to cities, towns, and 
markets throughout the kingdom and 
to the Colonies models with which local 
vessels and measures could be com- 
pared. 

The models were few and far be- 
tween in the Colonies. Also, for strictly 
local trading, the exact standard which 
should be used was not so important 
as that the standard should remain 
constant. But there was considerable 
trade among the Colonies as well as 
with Europe—enough so that the need 
for standard weights and measures was 
recognized in the Articles of Confed- 
eration. When they were supplanted 
by the Constitution, Congress was 
given authority in Article I, Section 8, 
to fix the standard of weights and 
measures. But again it took more than 
constitutional authority to bring about 
precise objective measurements as a 
basis for standards and to have them 
widely adopted and used. We did in- 
herit, or brought with us, however, a 
system of weights and measures which, 
with modifications, established the 
basis for so much of what we take for 
granted today. The system for the 
early land surveys in the Colonies 
ultimately was extended across the 
continent and remains with us. 

One significant break from colonial 
custom was made by the new States in 
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the system of coinage. Thomas Jeffer- 
son, who previously sponsored the 
decimal system of coinage, later, as 
Secretary of State and in response to a 
request from the first session of the first 
Congress for a proper plan for uni- 
formity of weights and measures, 
proposed two plans. The first was to 
" . . . define and render uniform and 
stable the existing system . . . and to 
reduce the dry and liquid measures to 
corresponding capacities by establish- 
ing a single gallon of 270 cubic 
inches. . . ." The second plan was 
" . . .to reduce every branch to the 
same decimal ratio already established 
for coin, and thus bring the calcula- 
tions of the principal affairs of life 
within the arithmetic of every man 
who can multiply and divide plain 
numbers." 

Standards were not limited to just 
weights and measures in the Colonies. 
There were, as in England, many 
others. Laws applied to inspection of 
flour, beef, pork, pickled fish, and 
tobacco, to the dimension of shingles, 
staves, boards, and hoops, to the size 
of barrels for liquor, beef, pork, fish, 
pitch, tar, and turpentine. In the 
legislation of the Province and State 
of Maryland, in reference to tobacco, 
the dimensions or gage of tobacco 
hogsheads were fixed by 14 acts be- 
tween 1658 and 1789. 

The assize of bread, of English pat- 
tern, was enacted at various times by 
colonial or town assemblies. This was 
an ordinance or regulation bringing 
this important staple under public 
control. A Massachusetts act of 1646 
fixed the standards for bread upon the 
basis of the penny loaf. The price did 
not vary. The weight of the penny loaf 
of three different types of bread— 
white, wheaten, and household—was 
set according to variations in the price 
of wheat. Supplementary enactments 
are recorded in 1681, 1685, 1696, and 
1720-1721, with repeal of all of them 
in 1801 by an act of the State legisla- 
ture, which retained the provision that 
bread be sold by weight and marked 
with the weight and the baker's name. 

Some similar enactments prevailed 
throughout most of the Colonies in an 
age when many forms of food were 
difficult to come by and short weigh- 
ing was common and easy. Mills were 
presumed to have a public interest. 
Millers ranked by law in many places 
with State officials, college professors, 
ministers, and physicians in exemp- 
tion from jury duty or military train- 
ing. The mill was given public 
privileges because of the importance 
of its functions, which made it an 
institution of first necessity to every 
community. On the same account it 
was subject to public control as a local 
monopoly and it must accord with 
the prescribed rates and standards of 
conduct. 

The open sway of economic indi- 
vidualism reached its zenith in the 
United States in the second quarter of 
the nineteenth century. The market 
excesses of the period may be neatly 
epitomized in the compact legal ex- 
pression caveat emptor. Buyers dared 
not trust unknown sellers. Warranties 
depended entirely upon the integrity 
of the warrantor. Measures of quan- 
tity and quality were so lacking or 
inexact as to make it difficult to arrive 
at a meeting of minds, the essential 
element for each exchange of goods in 
the market. The pendulum had swung 
from a close regulation of markets, 
which hindered marketing in earlier 
centuries to a marketing welter that 
recognized and conformed to but few 
standards. Trade was hampered by 
lack of solid foundations for appraising 
and calculating values. Merchants and 
their customers who wanted to carry 
on honest, straightforward business 
were often impeded by the reputation 
for sharp and spurious dealings of 
others in the same markets. In addi- 
tion, these same persons often had to 
deal with the sharpsters and in doing 
so they had to try to provide for 
sufficient margin to cover their ad- 
ditional risks. 

Congress, recognizing the national 
character of the standards problem, in 
1901 created the National Bureau of 
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Standards out of the Office of Weights 
and Measures. The Public Health 
Service in 1902 was given supervisory 
control, through licensing, of the man- 
ufacture, sale, and the distribution of 
biological and like products used in 
the treatment of diseases of man. 

The Meat Inspection Act and the 
Food and Drugs Act were both passed 
on the same day, June 30, 1906. The 
Department of Agriculture in 1907 
was granted, appropriations to study 
Federal standardization. The Virus- 
Serum-Toxin Act of 1913 gave to the 
Bureau of Animal Industry, through 
licensing, supervision and control over 
viruses, serums, toxins, vaccines, and 
analogous products for use in the 
treatment of domestic animals. The 
Cotton, Futures Act of 1914 established 
the Department in standardization 
work, and the use of official cotton 
standards was made compulsory on 
the New York and the New Orleans 
Cotton Exchanges in 1915. 

The Standard Barrel Act of 1915, 
passed under the weights and meas- 
ures clause of the Constitution, fixed 
the cubic contents of the standard 
barrel at 7,056 cubic inches. The 
Standard Containers Act of 1916, with 
1934 amendments, fixed standards of 
dimension for the 2-quart, 4-quart, 
and 12-quart Climax baskets and set 
up the dry pint basket, the dry quart, 
and multiples thereof as the standard 
basket for small fruits, berries, and 
vegetables. 

The Standard Containers Act of 1928 
fixed standards for hampers, round 
stave baskets, and splint baskets for 
fruits and vegetables and for other 
purposes. The Grain Standards Act of 
1916 required the use of Federal stand- 
ards when grain is sold by grade in 
interstate commerce. 

The Food Production Act of 1917 
provided authority for establishment 
of standards and for permissive inspec- 
tion services on fruits and vegetables 
as well as on other products. The To- 
bacco Stocks and Standards Act of 
1929 authorized the Secretary of Agri- 
culture to establish standards for the 
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classification of tobacco stocks. The 
Tobacco Inspection Act of 1935 pro- 
vided for tobacco standards and for 
mandatory and free inspection at 
designated auction markets. 

The Agricultural Marketing Act of 
1946 gave the Secretary broad powers 
to develop and establish standards for 
most of the farm products. These pow- 
ers, supplemented by annual appropri- 
ations, provide the basis for develop- 
ment and administration of standards. 

The Bureau of Internal Revenue 
establishes standards for packaging, 
branding, and labeling, and size and 
fill of containers of alcoholic beverages. 
Consumers must be provided with ade- 
quate information as to the quantity, 
quality, and identity of products. The 
Federal Trade Commission has de- 
fined certain methods and acts and 
practices as unfair, although standards 
of fair competition are not defined. 

Federal specifications have been de- 
veloped, in addition to the foregoing, 
to cover thousands of items that the 
Federal Government purchases in the 
open market or on direct order. The 
specifications provide standards for 
guidance of Government purchasing 
agents, for inspectors, and for any 
party who may wish to use them. 

The work of the National Bureau of 
Standards has been extensive and out- 
standing in developing basic research 
as a foundation for standards and in 
helping other agencies, associations, 
and business enterprises to develop 
standards. Although the Bureau does 
not issue standards as such, much of 
its work is done to help others develop 
standards. The Bureau works with the 
Federal Specifications Board, the Amer- 
ican Society for Testing Materials, the 
American Standards Association, and 
others to develop a ad promote preci- 
sion, accuracy, simplification, and uni- 
fication of standards in materials, 
parts, and products. In addition to the 
Bureau's research in the basic sciences 
to establish accuracy of measurements, 
it also assists in applied research. One 
of the Bureau's early projects in ap- 
plied research was the development of 
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specifications for electric lamps. Tests 
are carried on to find the answers to 
many questions, such as how long cer- 
tain types of soles of shoes will wear, 
the effect of outdoor exposure on plas- 
tics, and thousands of other experi- 
ments which help to develop stand- 
ards by which the value of commodities 
may be judged. 

The need for a unifying force in the 
development of national standards has 
meant that the Federal Government 
has been invited (or, at times, forced) 
to take a leading part in the work. 
Many of the problems are similar to 
the one that plagued farmers, mer- 
chants, and the country in general on 
trying to get uniform weights and 
measures. The needs of trade are such 
that standards must be just as good in 
California or Texas as in New England. 

MEASUREMENT is the basis of all sci- 
ence and the application of science to 
the field of market standards requires 
a knowledge of the products and the 
transactions to which it is to be applied. 
The development of market standards 
for grain, or cotton, or tobacco, or 
potatoes requires the application of 
scientific techniques, such as weight, 
size, color, moisture content, nutri- 
tional units, and similar measures, to 
the product and the evaluation of such 
factors in the minds of buyers and sell- 
ers. When combinations of factors are 
summed up for usual trading pur- 
poses, they can then be considered as 
a standard. If the trade in general, or 
the general buying public, considers 
these combinations of factors as a com- 
mon pattern, standards or grades may 
be set forth for such products and 
trading on the basis of such standards 
is facilitated. 

Farmers buying feed for some pur- 
poses may want particular vitamin 
content. The feed mixer in purchasing 
dehydrated alfalfa meal finds prices per 
ton varying in accordance with the 
units per pound of pro-vitamin A or 
carotene, because those units are 
important nutritionally to the feeder. 

Tomato canners long have paid pre- 
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mium prices for bright color in the 
raw product. The problem was a di- 
rect monetary concern to the tomato - 
grower, because he should be paid 
premiums for the better colors; to the 
canner because he wanted the better 
colors and would pay premiums for 
them but he did not want to pay any 
premiums for mistaken judgments on 
color; and to the inspector because he 
wanted to ascribe the proper color rat- 
ing to the raw product so that both 
parties, the farmer and canner, would 
be treated fairly and justly. 

Proper color was determined by the 
practical eye of the canner's agent or 
by an official inspector. The color de- 
termination, even with color charts, 
involved judgments based on sensory 
perception. Our scientists have been 
able for a long time to establish color 
quite objectively on the basis of light 
refractions. 

However, tomato buyers, inspectors, 
and farmers were faced with the prob- 
lem of applying known scientific tech- 
niques for color determination under 
operating field conditions. This meant 
that apparatus must be developed 
whereby persons with the usual ability 
and experience of a buyer or an in- 
spector could determine quickly and 
accurately the proper color rating of 
the raw product. 

A research team was organized in 
1949. Growers, canners, manufactur- 
ers of scientific instruments, and State 
agricultural experiment station per- 
sonnel, inspectors, and other depart- 
ment experts cooperated. The first 
year the results were promising but not 
entirely conclusive. Analysis of later 
research showed that not only was the 
team on the right track but workable 
solutions were in sight. Continuation 
of the work in 1952 showed some ap- 
paratus proved up quite well and that 
inspectors could expect in time to have 
equipment for a scientific measure- 
ment of color in tomatoes so that an 
objective determination of this impor- 
tant factor could be made quickly 
under field conditions. 

Here we see the significance of pre- 



PRICE   IS  A   NEXUS   AND  A SYMBOL 

eise, accurate measurements. Canners 
and growers long were aware of the 
importance of color in tomatoes. Color 
affected their pocketbooks. But what 
the eye of the canner saw, the grower 
did not always see, and vice versa. 
And sometimes neither grower nor 
canner fully agreed with the inspector. 
The new devices provide an improved 
scientific approach to measurement of 
an important factor affecting the value 
of a farm product. The importance of 
color in tomatoes has not changed by 
this development; only an objective 
means for applying accurate measure- 
ments in a uniform manner through- 
out the country has been devised. 

STANDARDS are often first introduced 
through law to prevent or eliminate 
abuses in the market. The Meat In- 
spection Act and the original Food and 
Drugs Act are examples. They pro- 
hibit the movement in interstate com- 
merce of substandard meats, foods, 
and drugs. Items were substandard 
because they were injurious to users, 
or they were offensive to buyers, usu- 
ally for sanitary reasons. The effective- 
ness of these public regulations and 
the standards they enforce is best at- 
tested by the fact that no reputable 
business organization would wish to 
return to the days of such vicious com- 
petition and no consumer would wish 
to be the potential victim of a market- 
ing system which provided so little 
protection against so many possible 
abuses. Minimum standards have been 
established by these acts below which 
meats, foods, and drugs should not fall. 
Buyers are thereby protected both 
physically and economically from po- 
tentially injurious products. 

The Cotton Standards Act and the 
Grain Standards Act legally estab- 
lished the principle in our marketing 
system that when these farm products 
are compared with standards the vary- 
ing qualities may be grouped into 
grades. Inspectors can determine and 
can officially certify the particular 
grade or grades of a product offered 
for sale.  Certificates are determined 

by law to be prima facie evidence of 
the product's quality as shown on the 
certificate. Grades in those products 
were not new, but again, as in the 
early history of weights and measures, 
legal enactment solidified and assisted 
custom in facilitating the carrying out 
of the better interests of trade. Buyers 
and sellers are assisted by the use of 
grade standards in evaluating the 
products. A miller who wants a par- 
ticular quality of wheat, or a textile 
manufacturer who wants a particular 
color and staple of cotton, can buy the 
grade needed from wholesalers, bro- 
kers, or through the respective com- 
modity exchange and rest assured 
that the product received will accord 
with the terms of the sales contract. 

The Standard Barrel Act and the 
Standard Containers Acts established 
measures of capacity. Under the con- 
tainer acts the customhouse bushel is 
officially approved as a basic measure 
and round stave baskets may be 
manufactured only in specified frac- 
tions or multiples of the bushel. Also, 
the standard basket or other container 
for small fruits, berries, and vegetables 
shall be fractions or multiples of the 
dry quart. 

Standards for fruits and vegetables 
and other products were authorized as 
a war measure in 1917. The many 
fruit and vegetable standards which 
have since developed provide strati- 
fication of quality or grades for each 
product on which standards have been 
issued. The grades established a mini- 
mum quality below which no official 
grades apply and any portion of the 
product falling below this line is 
referred to officially as unclassified and 
in trade parlance as culls. That por- 
tion of the product which is as good 
as or better than the minimum quality 
may fall within the grades established 
for it. United States Standards for 
Potatoes, which are commonly used 
for farm and wholesale trading, estab- 
lish the following grades: U. S. Fancy; 
U. S. Extra No. 1; U. S. No. 1; U. S. 
Commercial; and U. S. No. 2. In 
addition, size classifications are estab- 
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lished based upon the diameter or 
weight of tubers, with Size A referring 
to larger potatoes and Size B to small; 
Le. i% to 2 inches in diameter. 

U. S. Consumer Standards have also 
been issued for potatoes. They embody 
much the same quality characteristics 
as the wholesale potato grades, but the 
quality stratification differs somewhat 
from the other. Potatoes are separated 
under this system into U.S. Grade A 
small, medium, medium to large, and 
large, and into U.S. Grade B small, 
medium, medium to large, and large. 
The consumer standards attempt to 
simplify the system of quality distinc- 
tions by reducing the number of clas- 
sifications which the consumer must 
keep in mind. 

Federal or Federal-State inspectors, 
by sampling or through a continuous 
inspection, determine the grade or 
grades of fruits and vegetables when 
they are called upon for their services. 

ANY ATTEMPT to project an outlook 
for market standards finds the answer 
partly reflected in the past. Market 
standards, as so many other human 
institutions, move slowly, but they do 
move. The time seems long and far 
distant since the English knights at 
Runnymede got an unwilling King 
John to agree to one measure of 
weight, and one measure of breadth, 
and one measure of length throughout 
the land. 

Very many of the relationships upon 
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which our measures were founded have 
been lost. For example, when starting 
the second half of the twentieth cen- 
tury, the human foot from which our 
basic measure of length originated is 
used in name only to measure length. 
Even last century's basic yard as pre- 
served in a well-protected platinum 
bar is giving way to the modern and 
more accurate spectroscopic lamp 
containing a single pure isotope of 
mercury. Atomic clocks, we are told, 
offer measures of time more precisely 
than the rotations of the earth. Chem- 
ists and nutritionists also tell us of the 
importance of vitamins and give us 
measures for determining where and 
to what extent they exist. Physicists 
adopt refractions of light to devices 
for quickly and accurately measuring 
colors affecting quality of foods. Means 
of measurements have advanced as 
science and invention have helped to 
serve man through the many institu- 
tions, such as markets, which also 
serve his needs.    {Edward E. Gallahue.) 

Grades 
and 
Grading 

The purpose of grading is to establish 
a common language understood and 
used by buyers and sellers as a basis of 
judging the quality of a product in 
relation to its sales price. 

Grading practices and grades must 
recognize the changes that may occur 
under varying conditions and in the 
commodities covered. The grade is the 
established measure of quality that is 
applied during the grading of the com- 
modity in question. An inspector may 
do the grading, or the product may be 
graded and the inspector requested to 
inspect it and certify the accuracy of 

lo? 
the grade. Not all inspection, of course, 
is related to grading. 

Grading is a basic function in prac- 
tically all transactions. Sometimes, as 
at tobacco auctions, buyers have their 
own private standards based on the 
use they have in mind. The standards 
may or may not be related to the 7 
classes of 25 types of tobacco which are 
covered in the Federal grades and are 
used by the producer as a guide to the 
market value of his product. 

The quality of grain, cotton, eggs, 
butter, potatoes, onions, and practi- 
cally all other items bought and sold 
on the various commodity exchanges 
is designated in the terms of Federal 
grades. The transactions generally are 
based on certificates of grade issued 
under Federal or Federal-State author- 
ity, which are evidence in all Federal 
courts and most State courts as to the 
facts contained therein. 

The price received for a given com- 
modity at a given time does not always 
reflect its grade. Demand, available 
supply, and general market conditions 
are important factors. 

Under certain conditions a commod- 
ity may have excellent flavor and food 
value but be downgraded because of 
poor appearance. One of indifferent 
flavor and food value may be placed 
in a higher grade because it looks good. 

Some markets have definite prefer- 
ences, such as a premium price for 
brown eggs, while other markets may 
discount them even though they are 
just as fresh and big as white eggs. 

Some markets pay a premium for 
certain varieties of apples or potatoes 
because of size, shape, or color, with- 
out seriously considering flavor or 
general edibility. 

But all factors of condition, such as 
decay and maturity, must be recog- 
nized in grading perishable items, re- 
gardless of any other qualities they 
might have. A shipment of Delicious 
apples, perfect in shape and color, 
would be sharply discounted in price 
if they were overmature even if they 
met U.S. Fancy requirements in all 
other respects. 
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which our measures were founded have 
been lost. For example, when starting 
the second half of the twentieth cen- 
tury, the human foot from which our 
basic measure of length originated is 
used in name only to measure length. 
Even last century's basic yard as pre- 
served in a well-protected platinum 
bar is giving way to the modern and 
more accurate spectroscopic lamp 
containing a single pure isotope of 
mercury. Atomic clocks, we are told, 
offer measures of time more precisely 
than the rotations of the earth. Chem- 
ists and nutritionists also tell us of the 
importance of vitamins and give us 
measures for determining where and 
to what extent they exist. Physicists 
adopt refractions of light to devices 
for quickly and accurately measuring 
colors affecting quality of foods. Means 
of measurements have advanced as 
science and invention have helped to 
serve man through the many institu- 
tions, such as markets, which also 
serve his needs.    {Edward E. Gallahue.) 

Grades 
and 
Grading 

The purpose of grading is to establish 
a common language understood and 
used by buyers and sellers as a basis of 
judging the quality of a product in 
relation to its sales price. 

Grading practices and grades must 
recognize the changes that may occur 
under varying conditions and in the 
commodities covered. The grade is the 
established measure of quality that is 
applied during the grading of the com- 
modity in question. An inspector may 
do the grading, or the product may be 
graded and the inspector requested to 
inspect it and certify the accuracy of 

lo? 
the grade. Not all inspection, of course, 
is related to grading. 

Grading is a basic function in prac- 
tically all transactions. Sometimes, as 
at tobacco auctions, buyers have their 
own private standards based on the 
use they have in mind. The standards 
may or may not be related to the 7 
classes of 25 types of tobacco which are 
covered in the Federal grades and are 
used by the producer as a guide to the 
market value of his product. 

The quality of grain, cotton, eggs, 
butter, potatoes, onions, and practi- 
cally all other items bought and sold 
on the various commodity exchanges 
is designated in the terms of Federal 
grades. The transactions generally are 
based on certificates of grade issued 
under Federal or Federal-State author- 
ity, which are evidence in all Federal 
courts and most State courts as to the 
facts contained therein. 

The price received for a given com- 
modity at a given time does not always 
reflect its grade. Demand, available 
supply, and general market conditions 
are important factors. 

Under certain conditions a commod- 
ity may have excellent flavor and food 
value but be downgraded because of 
poor appearance. One of indifferent 
flavor and food value may be placed 
in a higher grade because it looks good. 

Some markets have definite prefer- 
ences, such as a premium price for 
brown eggs, while other markets may 
discount them even though they are 
just as fresh and big as white eggs. 

Some markets pay a premium for 
certain varieties of apples or potatoes 
because of size, shape, or color, with- 
out seriously considering flavor or 
general edibility. 

But all factors of condition, such as 
decay and maturity, must be recog- 
nized in grading perishable items, re- 
gardless of any other qualities they 
might have. A shipment of Delicious 
apples, perfect in shape and color, 
would be sharply discounted in price 
if they were overmature even if they 
met U.S. Fancy requirements in all 
other respects. 
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Grading and grades do not neces- 
sarily refer in all instances to Federal 
grading and grades. When the terms 
are applied to agricultural products, 
however, Federal or State grades and 
Federal or Federal-State grading and 
inspection services are implied. Some 
private inspection agencies confine 
their operations largely to the needs 
of certain organizations or companies 
that desire special information closely 
related to their own business. Even 
the findings of those agencies are based 
primarily on Federal and State grades. 

INSPECTION AND CERTIFICATION of 
farm products based upon established 
grades have become a fixed part of our 
agricultural economy over the years. 

Many States adopted their own 
grading and inspection procedures, 
and the difficulty of correlating the 
various terms in both domestic and 
foreign commerce became more pro- 
nounced and complex. In 1917 Con- 
gress passed Public Law No. 40: The 
Food Production Act to Provide Fur- 
ther for the National Security and 
Defense by Stimulating Agriculture 
and Facilitating the Distribution of 
Agricultural Products. It authorized 
the Secretary of Agriculture to investi- 
gate and certify to shippers the condi- 
tion as to soundness of fruits and vege- 
tables and other foods. After the pas- 
sage of the act a broad national policy 
began to take shape, and the confusion 
caused by conflicting trade terms and 
practices abated rapidly. 

Any grading and inspection service, 
whether governmental or private, to 
be effective must apply uniformly the 
standards upon which its operations 
are based. An outline of some of the 
general procedures followed in the de- 
velopment of grades and the grading, 
inspection, and certification of some 
of the major agricultural commodities 
explains some of the problems in this 
important field. 

THE AMOUNT AND QUALITY of yarn 
and cloth that can be made from a 
bale of cotton vary directly with the 
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amount and kind of trash in the cot- 
ton. The color of the cotton fibers 
affects the usefulness in the bleached 
goods and its adaptability to dyes and 
other finishes. Smoothness of ginning 
and the extent of fiber imperfections 
affect the quantity of manufacturing 
waste and the smoothness and uni- 
formity of yarn produced. Length of 
staple affects the fineness and strength 
of yarn. The various procedures re- 
quired in the grading and classing of 
cotton require particular care and dis- 
crimination. 

In classing cotton, samples are taken 
from individual bales and sent to one 
of the Department's boards of cotton 
examiners. The Department main- 
tains more than 30 such boards besides 
the appeal board of review examiners. 
The classification or the determination 
of the grade and staple length of cotton 
is done manually by comparison of 
samples with the official cotton stand- 
ards, which are used throughout the 
world where our American cotton is 
bought and sold. 

Approximately two-thirds of the 
cotton crop is classed for farmers under 
the Smith-Doxey Act. The Depart- 
ment also classes all of the cotton 
tendered on futures and maintains a 
classing service for the general public. 

VOLUNTARY INSPECTION of rosin and 
turpentine under the Naval Stores Act 
takes into consideration such factors 
in rosin as the color (hue, purity, and 
brightness), cleanliness, brightness, 
and freedom from foreign matter. 

Turpentine specifications delimit 
the physical and chemical properties, 
including color, specific gravity, re- 
fractive index, initial boiling point, 
percentage distilling within established 
temperature ranges, distillation, poly- 
merization, evaporation, residue, and 
acidity. 

INSPECTION OF TOBACCO under the 
Tobacco Inspection Act is available 
on auction markets if growers vote for 
it. If two-thirds of the votes favor 
inspection, the Secretary of Agricul- 
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turc designates a market or a group of 
markets for inspection. 

The act also provides for permissive 
inspection, which is reimbursable, and 
for market news and demonstration. 
The service thus can certify to the 
seller the grade, furnish the current 
price for each grade, inform the farmer 
as to the best methods of preparation 
for market, and thereby aid the pro- 
ducer in securing the maximum return 
for his commodity. 

Grades are established by division 
and subdivision, of a given type or class 
of tobacco until a point is reached at 
which further subdivision is neither 
essential nor desirable. Each subdi- 
vision is called a grade. 

The first division of the tobacco is 
made on the basis of its distinct charac- 
teristics caused by varieties of seed, 
soils, climate, and the methods of 
cultivation, harvesting, and curing. 
This division is called a class. There 
are seven classes: Glass r, FIue-Gured; 
class 2, Fire-Gured; class 3, Air-Gured; 
class 4, Gigar Filler; class 5, Gigar 
Binder; class 6, Gigar Wrapper; and 
class 7, Miscellaneous Domestic To- 
baccos. 

A type is a division of a class having 
common characteristics, which permit 
its division into a number of closely 
related grades. Tobacco that has the 
same characteristics and correspond- 
ing qualities, colors, and lengths is 
treated as one type. There are 25 
types. Types 11, 12, 13, and 14 apply 
to Flue-Cured; 21, 22, and 23 to Fire- 
Gured; 31, 32, 35, 36, and 37 to Air- 
Gured; 41, 42, 43, 44, and 46 to Gigar 
Filler; 51, 52, 53, 54, and 55 to Gigar 
Binder; 61 and 62 to Gigar Wrapper; 
and 70 to Miscellaneous Types of 
Domestic tobacco. 

The next subdivision divides each 
type into a grade, based on group, 
quality, and color. Group is deter- 
mined by the shape of leaf, body, per- 
centage of injury, and other common 
characteristics. Quality has six degrees: 
Ghoice, Fine, Good, Fair, Low, and 
Go m mon; each is based on a combina- 
tion of elements of smoothness, oil. 
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maturity, body, width, porosity, color, 
color shade, finish, and uniformity. 
The third factor is color, under which 
each quality of the several groups is 
divided into colors as required. 

The group, quality, and color are 
combined to form the grade, which 
describes any specific lot. 

OFFICIAL GRAIN STANDARDS arc in 
effect covering wheat, corn, barley, 
rye, oats, feed oats, mixed feed oats, 
grain sorghums, fiaxseed, soybeans, 
and mixed grain. 

Each kind of grain, except rye and 
fiaxseed, is divided into two or more 
classes, which may be further divided 
into two or more subclasses. From two 
to five numerical grades are provided 
for each class or subclass. The quality 
of the grain for the respective numer- 
ical grades is measured by its relative 
freedom from moisture, damaged ker- 
nels, split or broken kernels, foreign 
material, and mixtures of other classes, 
and by its test weight per bushel. 
Grain is graded Sample grade if it 
contains those factors in excess of those 
permitted, or is below the required 
test weight in the lowest numerical 
grade, or is sour, musty, heating, has a 
commercially objectionable odor, or is 
otherwise of distinctly low quality.   - 

Among the special grades are Wee- 
vily, Garlicky, Smutty, Bright, Heavy, 
and Plump. Those terms may be used 
in connection with numerical grade 
designations to reflect more adequately 
the quality and condition of the grain; 
for example. No. 3 Yellow Gorn 
Weevily^ No. 1 Heavy White Oats. 

Amount of moisture is one grading 
factor for corn, grain sorghums, and 
soybeans, in which a maximum per- 
centage is  provided for each  grade. 

For all other grains, the same maxi- 
mum moisture percentage is provided 
for all numerical grades of each grain, 
and (except for mixed feed oats and 
fiaxseed) a special grade. Tough, is 
provided for grains containing more 
than that percentage. 

Under the U. S. Grain Standards 
Act, original inspections are made by 
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inspectors employed by the grain in- 
spection departments of the State or 
the grain exchange or by inspectors 
who operate independently on a fee 
basis. All inspectors must be licensed by 
the Secretary of Agriculture. They are 
not allowed to trade in grain or be 
employed by grain merchants. 

Federal grain inspection supervisors 
at the various markets work with the 
licensed inspectors to keep them in- 
formed as to inspection methods and 
the correct interpretation and applica- 
tion of grading factors. Federal super- 
visors also take samples of a cross sec- 
tion of grain tendered for inspection 
under the act to determine whether 
the inspections by licensees are made 
properly. Anyone who is dissatisfied 
with an original inspection may re- 
quest an appeal inspection of the Fed- 
eral grain inspection supervisor in the 
district where the inspection is made. 

The system has enabled the Federal 
Government to furnish an unbiased 
inspection service, based on uniform 
standards, to all segments of the grain 
industry. 

GRADING AND INSPECTION services 
cover the grading of live poultry and 
shell eggs, the certification of dressed 
poultry produced under Department 
of Agriculture sanitary standards, in- 
spection for wholesomeness of dressed 
poultry and dressed domestic rabbits, 
the grading of dressed poultry and 
ready-to-cook poultry, inspection of 
poultry for canning, and the inspection 
of frozen and dried eggs as to sanitary 
regulations. 

Grading generally involves sorting 
as to quality and size and determining 
the class and condition of the products 
at the time of grading. Grading may 
be for class, quality, quantity, or con- 
dition. 

The grade of shell eggs is determined 
by candling—placing the egg before a 
light, which shines through the shell. 
Candling shows the extent of moisture 
loss (shrinkage), the appearance and 
position of the yolk, and any foreign 
particles, such as small specks of blood, 
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and enables the inspector to determine 
the quality of each egg. Classes of 
quality range from A A, the finest, to 
C, the lowest edible quality; A and B 
are intermediate. 

Inspection, as used in the poultry 
regulations, refers to any inspection of 
poultry during operations involving 
the removal of the viscera to determine 
the condition of the poultry and its 
healthfulness and fitness for human 
food. In the preparation and process- 
ing of frozen eggs, inspection means 
the continuous supervision and certi- 
fication that the product is sound and 
sanitary. 

The service is elective and is sup- 
ported by fees. It is conducted on the 
basis of cooperative agreements be- 
tween the Department of Agriculture 
and State agencies. 

All persons employed in the Poultry 
and Poultry Products Grading and 
Inspection Service who are authorized 
to issue certificates must be licensed 
by the Secretary. Only veterinarians 
can be full-fledged inspectors, but 
other inspectors may be employed 
under the supervision of a veterinary 
inspector. 

Federal supervision is maintained 
on a national, regional circuit, and 
State basis in order to effect uniform 
application and interpretation of poli- 
cies and grade standards. 

FEDERAL GRADES form the basis for 
the efficient modern marketing of live- 
stock and meats, although only part 
of the meat and none of the livestock is 
officially graded by the Department of 
Agriculture. 

(Meat grading should not be con- 
fused with the inspection for sanitation 
and freedom from disease, also carried 
on by employees of the Department of 
Agriculture under the Meat Inspec- 
tion Act of 1906, discussed on page 
220.) 

The official United States standards 
for market classes and grades of carcass 
beef were set in 1926. Grade standards 
have been extended since then to in- 
clude the feeder and slaughter classes 
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USD A   CLASSIFICATION AND GRADING  SCHEDULE  FOR  SLAUGHTER   LIVESTOCK 
AND   THEIR   CARCASSES 

Class or kind 

Beef. 

Calf. 

Subclass 

[Steer, heifer, cow 1. 

[Bull and stag  

Veal  
Lamb  
Yearling mutton  
Mutton  
Pork      Barrows and gilts. 

1 Cows are not eligible for the Prime grade. 

of most species of market livestock and 
meat derived therefrom. All the grade 
standards have remained practically 
unchanged since their origin, except 
for two changes. 

The beef standards, which previous- 
ly had provided for grading each class 
of beef (steer, heifer, cow, stag, and 
bull) on a separate standard, were 
modified in 1939 to provide for the 
grading of all steer, heifer, and cow 
beef on a single standard. 

The beef standards were again modi- 
fied in 1950, when the Prime and 
Choice grades were combined as a 
single grade Prime, the Good grade 
became Choice, and the beef from the 
younger animals in the upper part of 
the Commercial grade was designated 
Good. Corresponding changes were 
made at the same time in the stand- 
ards for slaughter cattle. In 1951 
similar changes were made in both the 
carcass and slaughter standards for 
veal and calf and for lamb and mut- 
ton. Standards were set in 1952 for 
slaughter barrows and gilts and their 
carcasses. 

The system of U. S. grade standards 
for livestock and meat has been pre- 
pared so that the standards for 
slaughter animals coincide with the 
standards for their carcasses and the 
same grade name applies to both. 
Since it is possible to appraise more 
accurately the grade-determining fac- 
tors in carcasses than it is in live 
animals,   carcass   grades   are   always 

Grades 

Prime,   Choice,   Good,   Commercial, 
Utility, Cutter, Canner. 

Choice,   Good,   Commercial,   Utility, 
Cutter, Canner. 

Prime,   Choice,   Good,   Commercial, 
Utility, Cull. 

Same as calf. 
Prime, Choice, Good, Utility, Cull. 
Same as lamb. 
Choice, Good, Utility, Cull. 
Choice No.  1, Choice No. 2, Choice 

No. 3, Medium, and Cull. . 

considered as a reference for the grades 
of slaughter animals. 

The only official use made of the 
standards for grades of live animals is 
the Market News Service in reporting 
sales of livestock, but the standards 
are used by all who trade in livestock. 

The meat grading and stamping 
service, inaugurated in 1927, has ex- 
panded in volume until a large per- 
centage of the higher grades of beef, 
veal, calf, lamb, and mutton are 
federally graded. 

Except for two periods when price 
controls on meat were in force and 
when Federal meat grading was made 
compulsory by Government order, or 
when required by State or municipal 
regulations, the grading service has 
been strictly voluntary and performed 
only on request. 

It has always operated on a. fee basis. 
The fees are used to defray the costs of 
the service. The grading is done only 
by experienced Federal employees. 
Their work is reviewed constantly by 
local and traveling supervisors, whose 
responsibility it is to maintain a uni- 
form application of the grade stand- 
ards over the entire country. 

The grade name and the letters 
USDA in a shield are stamped on 
meat. Except for beef and lamb, the 
class or kind of meat is also indicated 
in the stamp. The grade name is 
applied in such a manner that at least 
one imprint of the grade name 
appears on most retail cuts. 
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To insure that all meat which is 
federally graded is also wholesome, the 
grading service is restricted to meat 
that has been federally inspected or 
inspected by some Government agency 
whose inspection service has been 
approved by the Department. 

The Meat Grading Service also con- 
ducts a rather extensive acceptance 
service for large-scale users of meat. 
This service consists of accepting car- 
casses, cuts, and other meat items, 
many of them processed or fabricated, 
according to definite purchase specifi- 
cations furnished by the purchaser. 
Such purchases are usually made on 
contract and the grading service acts 
as the agent of the purchaser in certify- 
ing that the meats offered by the suc- 
cessful bidder comply with the contract 
specifications. This service is used by 
most Federal agencies and many State, 
county, and city institutions, as well as 
many private agencies, such as steam- 
ship lines, hotels, and restaurants. 

THE DAIRY PRODUCTS grading serv- 
ice of the Department of Agriculture, 
authorized by an act of Congress, was 
inaugurated in 1919. At the inception 
of the grading service, the Department 
of Agriculture in cooperation with rep- 
resentatives of the dairy industry devel- 
oped and promulgated U.S. standards 
for grades of creamery butter and 
Cheddar cheese. More recently U.S. 
standards have been developed and 
promulgated for swiss cheese, nonfat 
dry milk solids, and dry whole milk. 
Other miscellaneous dairy products, 
including process cheese, evaporated 
and sweetened condensed milk, canned 
whole milk, ice cream, and cottage 
cheese are usually graded and in- 
spected in accordance with Federal 
specifications, Department of Agricul- 
ture purchase announcements, or other 
applicable contract specifications. 

The service provides for grading at 
terminal markets and shipping points; 
resident grading at assembling and 
packaging plants, manufacturing, or 
processing plants; the sampling of the 
product for laboratory analysis; and 

surveys of manufacturing or processing 
plants to determine quality of raw 
material supply, condition of facilities 
and equipment, methods employed, 
and sanitation. 

The actual grading and inspection 
are performed by Federal employees 
except in States where the cooperating 
State agency provides from its staff 
qualified employees, who are licensed 
by the Secretary of Agriculture. 

To assure uniform grade interpreta- 
tion and policy procedure, inspectors 
and graders work under the supervi- 
sion of area supervisors, who report to 
the Washington office. This impartial 
quality evaluation of dairy products is 
recognized and accepted by producers, 
processors, assemblers, and distributors 
as an important procedure in the 
orderly marketing of dairy products. 

FOR FRESH AND PROCESSED fruit and 
vegetables Federal grades were author- 
ized under the Food Production Act of 
'Si/. 

Approximately 140 grades for fresh 
fruits and vegetables and more than 
100 grades for processed fruits and 
vegetables and their allied products; 
have been developed and promul- 
gated. The volume, number, and vari- 
ations of the commodities create com- 
plex problems that require constant 
study. Technicians are continuously 
engaged in amending existing grades, 
developing new ones, and devising bet- 
ter procedures for applying them. 

Artists are employed to make models 
that show exactly the various fruits 
and vegetables and depict shape and 
limitations permitted in the various 
grades. 

Grades for processed fruits and vege- 
tables must take into consideration the 
manner in which the products are 
processed, any mold and foreign ma- 
terials, and their general characteris- 
tics, as well as the factors of greatest 
importance to consumers. 

All inspection and certification work 
is based upon those grades. Inspectors 
are subject to constant training and 
are closely supervised. Except where 
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State regulations or Federal marketing 
agreements and orders make it manda- 
tory, the service is elective. 

Continuous inspection service is fur- 
nished upon request to plants that 
process and pack fruits and vegetables. 

All products then are packed under 
the constant supervision of Federal 
inspectors, and the packer may mark 
his products thus packed with the 
shield of the United States and the 
specific grade of the commodity. Such 
inspection is mostly of processed prod- 
ucts, but some pre packing operators 
have utilized it for the packing of fresh 
fruits and vegetables on the basis of 
consumer grades, 

Operations are conducted on both 
a Federal and cooperative Federal- 
State basis. Fees are set at a level that 
makes the service as nearly self-sus- 
taining as possible. Practically all 
wholesale trading in the commodities 
depends directly or indirectly on the 
grades, grading, and inspection work 
conducted by this service. 

A GRADING AND INSPECTION PROGRAM 

covering commodities so diverse and 
produced and marketed over such 
wide areas must necessarily vary in 
accordance with the nature and utili- 
zation of the commodities. 

Nearly all the activities are con- 
ducted on a Federal basis or through 
cooperative Federal-State agreements. 

Most of the Federal-State work is 
confined to points of origin. A major 
part of the work in destination markets 
is conducted by the Federal depart- 
ment alone. Because of the differences 
between the commodities and the vari- 
ous regulations pertaining to them, 
however, variation between the pro- 
cedures of the various commodity 
branches of the Department of Agri- 
culture is to be expected. 

Except for the work performed by 
the Food and Drug Administration, 
all Federal and Federal-State grading 
and inspection of agricultural prod- 
ucts, regardless of their many varia- 
tions, have one thing in common in 
that the authority for their supervision 
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and general direction rests in the Sec- 
retary of Agriculture. This responsi- 
bility is delegated, with varying modi- 
fications, down to the operating levels. 

That procedure establishes a direct 
line of authority extending from the 
office of the Secretary into every im- 
portant shipping-point area and ter- 
minal market in the country. 

For most commodities the operations 
under cooperative agreements with 
States constitute an important part of 
the grading service. 

Under these agreements, Federal, 
area, and State supervisors train, 
license, and supervise local inspectors 
who, in general, are employed by the 
respective States under the terms of 
cooperative agreements developed by 
such States and the United States 
Department of Agriculture. The agree- 
ments vary in accordance with differ- 
ent State laws and regulations. How- 
ever, the basic Federal policies must 
be complied with to the extent that the 
various grades used are interpreted 
and enforced in a uniform manner, 
and that properly qualified individuals 
are selected to act as Federal licensees. 

Federal or Federal-State certificates 
issued by the grading and inspection 
services are subject to appeal and can 
be reversed or sustained upon approval 
of the Washington office or delegated 
field office in accordance with facts 
established after review and analysis 
of the original inspection. 

Because of the wide variety of agri- 
cultural commodities for which grades 
and grading services have been de- 
veloped and the variations of handling 
and trading, it has never been feasible 
to establish uniform grade terminology 
or grading procedures. Commodities 
like grain, tobacco, cotton, and naval 
stores by their very nature must be 
handled and graded or classed in a 
much different manner from fruits, 
vegetables, meats, poultry, eggs, milk, 
butter, and cheese. 

Producers, distributors, and con- 
sumers are concerned with certain 
factors relating to each commodity 
that are seldom common to all. The 
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terms U. S. No. i, or U. S. Grade A, 
Prime, or 90 Score mean certain, 
definite things to the major perishable 
and scmiperishable food industry, 
while Strict Low Middling, Nancy, 
Mary, Kate, Class 1 Flue-Cured, and 
No. 1 Heavy White Oats are well- 
known terms to those concerned with 
cotton, naval stores, tobacco, and 
grain. 

Criticisms have been voiced that the 
multiplicity of terms was confusing to 
consumers. In some of the food items, 
such as eggs and processed fruit and 
vegetables, it has been possible to 
adopt the terms U.S. Grade A, B, and 
C, and have such terms carry through 
all wholesale trading channels direct 
to the retail level. 

Consumer standards carrying the 
alphabetical nomenclature have been 
developed for some fresh vegetables, 
such as potatoes and tomatoes. Only a 
comparatively limited use has been 
made of grades developed entirely for 
consumer utilization. Future expan- 
sion of work in the strictly consumer 
field will doubtless depend upon the 
demand made for this type of service 
and the developments that may occur 
in the prepackaging industry. {Aierriit 
W. Baker,) 

Compulsory 

Grade 

Labeling 

Interest in grade labeling of consum- 
ers5 goods in the United States began 
in the igso's, when many people felt 
dissatisfaction with the amount and 
kind of information given them about 
foods they bought. 

Grades and grading were coming 
then to be generally accepted, espe- 
cially in agricultural marketing, as de- 
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vices for describing quality of goods. 
Grades were found to be useful to 
growers, processors, and market agen- 
cies. It appeared that they would also 
be useful to describe the quality of 
many consumers' retail goods. 

Compulsory—or mandatory—grade 
labeling is generally accepted as the 
legal requirement that one of two or 
more generally recognized and ac- 
cepted grades be used on the label of a 
product to denote its quality or size. 

The compulsory labeling of milk 
with the grade was one of the first 
ventures in compulsory grade labeling 
of consumers' goods. Another was em- 
bodied in the McNary-Mapes amend- 
ment of 1930 to the Federal Food and 
Drugs Act, which provided that canned 
foods (except meat, meat products, 
and milk) below the standard of qual- 
ity, condition, and fill of container 
promulgated by the Secretary of Agri- 
culture shall be labeled "Below U. S. 
Standard—Low Quality but not Il- 
legal" or "Slack Fill," as the case 
may be. 

The law was sponsored by the can- 
ning industry. It gave consumers some 
measure of protection against paying 
a high price for low-quality products. 

Interest in grade labeling grew in 
the early 1930's when incomes of many 
consumers fell to a low level. By then, 
however, opposition to it had risen, 
and controversy developed. 

Controversy over grade labeling has 
waxed strongest during three different 
periods—when the proposal was made 
that compulsory grade labeling be 
written into the codes of fair competi- 
tion of the National Recovery Admin- 
istration; when efforts were made to 
pass a federal food and drug law con- 
taining provisions for quality standards 
for food ; and when the Office of Price 
Administration issued regulations dur- 
ing the Second World War making 
compulsory the grade labeling of spe- 
cific consumers' goods as part of its 
wartime program to establish and 
enforce maximum prices. 

The Consumers' Counsel of the Agri- 
cultural Adjustment Administration in 
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terms U. S. No. i, or U. S. Grade A, 
Prime, or 90 Score mean certain, 
definite things to the major perishable 
and scmiperishable food industry, 
while Strict Low Middling, Nancy, 
Mary, Kate, Class 1 Flue-Cured, and 
No. 1 Heavy White Oats are well- 
known terms to those concerned with 
cotton, naval stores, tobacco, and 
grain. 

Criticisms have been voiced that the 
multiplicity of terms was confusing to 
consumers. In some of the food items, 
such as eggs and processed fruit and 
vegetables, it has been possible to 
adopt the terms U.S. Grade A, B, and 
C, and have such terms carry through 
all wholesale trading channels direct 
to the retail level. 

Consumer standards carrying the 
alphabetical nomenclature have been 
developed for some fresh vegetables, 
such as potatoes and tomatoes. Only a 
comparatively limited use has been 
made of grades developed entirely for 
consumer utilization. Future expan- 
sion of work in the strictly consumer 
field will doubtless depend upon the 
demand made for this type of service 
and the developments that may occur 
in the prepackaging industry. {Aierriit 
W. Baker,) 
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1933 advocated compulsory grade la- 
beling of certain agricultural products 
according to the grades already estab- 
lished by the Department of Agriculture. 

The Consumers Advisory Board of 
the National Recovery Administration 
recommended that a uniform provision 
be inserted in all the codes requiring 
that a committee be appointed to de- 
velop a series of suitable standards for 
grades of commodities concerned and 
to develop accurate labeling which 
would be readily usable by consumers. 

Efforts of the consumers' agencies to 
make grade labeling compulsory were 
on the whole unsuccessful. The absence 
of organized groups of consumers, the 
failure of some officials of the Adminis- 
tration to understand the consumers' 
position, and the urgency to get the 
codes into operation were largely re- 
sponsible for their failure. 

The greatest controversy developed 
over some efforts of the consumers' 
agencies to make the use of the grades 
for canned fruits and vegetables, as set 
up by the Department of Agriculture, 
compulsory in the code covering the 
canning industry. 

The opposition of the canning indus- 
try was so great that the canners5 code 
was put into operation in May 1934 
without any provisions for grade label- 
ing. The President, after signing the 
code, issued an executive order re- 
quiring the appointment of a commit- 
tee by the canning industry to for- 
mulate standards of quality for the 
products of the industry and to make 
recommendations regarding the stand- 
ards and labeling requirements within 
90 days. 

The report submitted by the com- 
mittee was considered inadequate by 
the NRA Administrator in charge of 
the canning code. The matter hung 
fire, and the code, without the grade- 
labeling requirements, continued in 
force until the National Industrial Re- 
covery Act was invalidated in May 
of 1935. 

The National Canners Association 
took a leading part in the controversy. 
They   maintained   that   compulsory 

grade labeling was impractical and 
undesirable and that it would be dis- 
astrous to the industry and to consum- 
ers. They disapproved the so-called 
ABC system, such as is used in the 
grades for canned fruits and vegetables 
set up by the Department of Agricul- 
ture. The system provides that a single 
letter, number, or term be used to 
designate each grade, with A, No. 1, 
or Fancy designating the top grade. 

The major objections the canners 
raised rested upon the inclusion or 
omission of the factor of flavor in the 
grades. They argued that if flavor were 
included the grades would be unen- 
forceable, because flavor was not sus- 
ceptible to objective measuremenfand 
the quality grades without the flavor 
factor would be misleading. They 
maintained that an unenforceable or 
misleading system would be an incen- 
tive to m is branding. The idea of "de- 
scriptive labeling" was introduced as a 
counterproposal to grade labeling, 
which they feared would be forced on 
them. 

The Consumers Advisory Board of 
the NRA considered feasible the use 
of the grades set up by the Department 
of Agriculture for canned fruits and 
vegetables as a basis for labeling prod- 
ucts for over-the-counter buyers. Can- 
ners were then packing and selling 
their products according to those qual- 
ity grades and on that basis were bor- 
rowing money from the banks. The 
Government purchased only products 
graded according to these standards. 

The use of similar grade labeling on 
canned products was compulsory in 
Canada and their use seemed to be 
satisfactory. American canners who 
shipped goods into Canada and those 
who had set up plants in Canada were 
able to comply with these require- 
ments without any apparent hardship. 

The Consumers Advisory Board was 
supported in its stand by a few canners 
who were already using grade labels, 
a number of women's organizations, 
some Government officials, and labor 
organizations. Among those testifying 
at hearings in favor of the use of grade 
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labels were representatives of the 
American Federation of Labor, Tri- 
State Packers Association, General 
Federation of Women's Clubs, Na- 
tional League of Women Voters, 
American Association of University 
Women, and the American Home 
Economics Association. 

Compulsory grade labeling also 
became a matter of controversy in 
1933 when a movement was started to 
replace the somewhat outmoded Food 
and Drugs Act of 1906. 

One of the first bills introduced into 
the Congress to provide a new law 
contained a provision authorizing the 
Secretary of Agriculture to establish 
"standards of quality and fill of con- 
tainer for any food." It also contained 
provisions for labeling foods in terms 
of standards of quality and for the 
establishment of a voluntary inspec- 
tion service for producers. 

"Standards of quality" were gener- 
ally understood to be for the purpose of 
grading goods. Such standards go be- 
yond the standard of identity or the 
minimum standard below which no 
product may fall and still be allowed 
on the market. They go beyond the 
single standard of quality and the 
provision, such as the one in the Mc^- 
Nary-Mapes amendment of 1930, that 
canned fruits and vegetables falling 
below the standard must be labeled. 
If more than one such standard is set 
up, three or more grades result. 

Discussion inside and outside legis- 
lative halls waxed hot—producers 
against the standards and consumers 
and officials of the Food and Drug 
Administration for them. The pressure 
against standards and grade labels 
was so great that other bills were 
introduced more in line with the pro- 
ducers' views. 

The new Food, Drug, and Cosmetic 
Act, finally passed in 1938, gave the 
Administrator the power to establish 
with certain exceptions a "reasonable 
standard of quality" for foods. The 
new act, by limiting the establishment 
of standards to "a standard" instead 
of "standards," precluded the estab- 
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lishment of any standards that provide 
three or more grades. 

THE CONTROVERSY over compulsory 
grade labeling developed again in 
194.3. The Office of Price Administra- 
tion was then faced with the problem 
of preventing hidden inflation through 
deliberate depreciation of quality. 

As the authority to control this type 
of inflation was given to the Adminis- 
tration in the Price Control Act, 
officials of OPA turned to the use of 
standards in establishing ceiling prices. 
They also turned to the use of labels 
showing quality of goods because they 
could not enforce ceiling prices unless 
consumers knew the quality they re- 
ceived at the established prices. 

Grade labels for consumers' use were 
required for women's rayon hosiery, 
beef, veal, lamb, mutton, butter, eggs, 
peanuts, rubber heels, and antifreeze. 
Labels for sheets and pillowcases 
showing type and size were required 
for retailers' use but not for consumers' 
although most retailers carried the 
labels through to consumers. 

Producers raised few objections to 
the mandatory use of grade labels. 
Objections to the grade labeling of 
hosiery, however, were raised by the 
makers and distributors of the widely 
advertised products which were not 
given a price differential over unad- 
vertised products in the same grade. 

All went reasonably well until the 
OPA issued an order in January 1943 
stating that ceiling prices of the 1943 
pack of canned fruits and vegetables 
would be based on the grades set up 
by the Department of Agriculture and 
that those products must be labeled 
with the grade. 

Canners protested this order. Their 
views regarding the compulsory grade 
labeling of their products had not 
changed since the NRA controversy. 
They joined with the opponents of the 
grade labeling of hosiery and attempt- 
ed to get the OPA to rescind the order. 
Failing in that, they took the matter 
to the Congress. 

Grade labeling was investigated by 
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the Congress in 1943. At least five con- 
gressional committees took a hand in 
the matter. The Boren Committee, a 
subcommittee of the Committee on 
Interstate and Foreign Commerce of 
the House of Representatives, held 
hearings, at which testimony was taken 
from manufacturers and distributors 
of canned foods, groceries, hosiery, 
knitted underwear, work clothing, and 
tool steel, all of whom opposed grade 
labeling. No statement was taken from 
consumers' agencies. 

Legislation in June 1943, which ap- 
propriated funds for the war agencies 
for the following year, provided that 
no funds were to be used for promul- 
gating or enforcing grade labeling of 
food products, wearing apparel, or 
other processed or manufactured prod- 
ucts. The next month the Taft amend- 
ment to the Emergency Price Control 
Act repealed those provisions and 
denied OPA the authority to require 
the grade labeling of any commodity 
or to restrict the use of trade and 
brand names. 

The Taft amendment also provided 
that OPA could not issue orders 
establishing prices based on specifica- 
tions and standards unless they were 
in general use in the trade before the 
order; unless grades had been promul- 
gated and required by another Gov- 
ernment agency; or unless no other 
practicable method existed for effect- 
ing price control. 

Grade labeling was again debated in 
1944 before the passage of the act to 
extend price controls, but no changes 
were made in the Taft amendment 
when it was incorporated into the act. 

Although grade labeling of other 
products was abandoned by OPA, that 
for specified meats continued through 
the war. The order for grade labeling 
of those products was issued by the 
Office of Economic Stabilization. The 
office received its authority from the 
President. It was made on the basis 
that grade labels were essential to the 
enforcement of ceiling prices. The 
grade labeling of meat had been satis- 
factory  during  its previous existence 
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and its continuance was recommended 
by the industry. 

The canners of processed fruits and 
vegetables sparked the opposition to 
grade labeling during the wartime 
controversy. They objected to both 
compulsory grade labeling and to the 
pricing of their products on the basis 
of grades. This resulted in an amend- 
ment to the Appropriation Act of 1944 
which prohibited the payment of sal- 
aries of employees of OPA who used 
standards or specifications for proc- 
essed fruits and vegetables other than 
those already in general use. 

At the request of the Boren Com- 
mittee, the OPA had canceled the 
order to price the 1943 pack of canned 
fruits and vegetables on the basis of 
grades. It was announced in July 1944 
that the 1944 pack would be priced on 
the basis of grades. 

The justification of the 1944 order 
was based on the fact that the Govern- 
ment grades were in general use in the 
canning industry and that therefore 
their use was justified under the 
amendment to the Appropriation Act 
of 1944. Some canners, naturally, 
objected to that order. The Comp- 
troller General, who had the final 
word, said he could not approve funds 
for such a method of pricing because 
it was Congress' intent to prevent the 
use of grades. 

Efforts were made early in 1943 by a 
number of organizations representing 
household buyers to obtain protection 
for consumers against rising prices and 
falling quality. Members of 28 national 
organizations requested the OPA to 
use informative labeling on clothing 
and other products. 

Such organizations as the American 
Home Economics Association, the 
Congress of Industrial Organizations, 
the National Farmers Union, and the 
Brotherhood of Railroad Trainmen 
urged that because 55 percent to 60 
percent of the country's pack of canned 
fruits and vegetables were bought and 
sold on the basis of Government 
grades, the grades should be used in 
pricing the products. 



168 

When trouble started in Korea and 
controls over prices were again insti- 
tuted, the possibility of compulsory 
grade labeling was in large measure 
forestalled by those framing the De- 
fense Production Act of 1950. Practi- 
cally the same wording that was used 
in the Taft amendment in 1943 was 
incorporated in the act prohibiting 
the use of grade labeling and limiting 
the establishment of prices on the basis 
of grades. 

Grade labeling of consumers' goods 
was instituted only for certain meats. 

The Office of Price Stabilization re- 
quired that each carcass and whole- 
sale cut of beef, veal, calf, lamb, and 
yearling mutton must be graded and 
grade-marked according to the official 
standards for grades of the respective 
products as set up by the Department 
of Agriculture. The requirements were 
authorized on the basis that no practi- 
cal alternative existed for securing 
effective price control of the products. 
They were accepted without any great 
protest and undoubtedly provided pro- 
tection to consumers during the time 
they were effective. 

Descriptive labeling was brought to 
the fore again during the wartime con- 
troversy over grade labeling as a 
counterproposal to the grade labeling. 
According to the canners' concept, de- 
ceptive labeling means: "The ade- 
quate descriptive label for canned 
foods states separately, in specific, uni- 
formly used terms, readily understood 
by the ordinary person, and in legible 
type so arranged as to be easily seen 
and read, every fact about the product 
which is genuinely useful to the con- 
sumer and which can be stated. For 
the sake of uniform use and of equita- 
ble and ready enforcement, each term 
is either self-defined or is based upon 
an objective test." 

A check list of 15 points to be covered 
in descriptive labeling of canned fruits 
and vegetables was published in 1942. 
The points included the name and 
variety name of product, type of pack, 
description of product and method of 
processing, seasoning, density of sirup, 
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degree of maturity, five methods of 
describing quantity, and four points 
covering use. Those points provide lit- 
tle information about a product be- 
yond that required under the Food, 
Drug, and Cosmetic Act. They empha- 
size quantity and use and provide 
practically no information about qual- 
ity. The canners' association has been 
attempting to standardize such terms 
as "very young," "young," and "nearly 
mature" to describe certain vegetables 
and other similar terms for the other 
vegetables and for fruits. 

The National Canners Association 
has been supported in its promotion 
of descriptive labeling by the National 
Wholesale Grocers Association, Na- 
tional Food Brokers Association, United 
States Wholesale Grocers Association, 
and the National Association of Retail 
Grocers. 

Descriptive labeling of canned fruits 
and vegetables was not accepted by 
the NRA Administrator of the canners' 
code as an adequate method of de- 
scribing quality of those products. 
Neither has it been accepted by con- 
sumers' representatives. It should be 
pointed out that use of a grade label 
does not preclude the use of descriptive 
labeling on a product. Some producers 
use both. 

THE FOREGOING SKETCH of the contro- 
versy over compulsory grade labeling 
brings out many of the issues involved. 

Practically all, if not all, manu- 
facturers, processors, and distributors 
are opposed to compulsory grade label- 
ing. Farmers now sell much of their 
products on the basis of wholesale 
grades and therefore are less seriously 
concerned. 

Many arguments have been ad- 
vanced against compulsory grade 
labeling. Some declare it is imprac- 
ticable and costly. Producers of well- 
known brands fear that if they are re- 
quired to use grade labels describing 
quality they will lose the competitive 
advantage they have built up about 
their brands through advertising, satis- 
fied customers, and the like.  Others 
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who use grade labels on a voluntary 
basis do not want it made compulsory 
lest they lose their competitive advan- 
tage over those who do not use grade 
labels. 

Compulsory grade labeling does 
mean a certain amount of regimenta- 
tion of processors and distributors, but 
advocates declare the burden of such 
regimentation may be overempha- 
sized; they point out that some States 
require grade labeling of such products 
as eggs and butter and that compli- 
ance has not overburdened any of the 
producers. 

The administrative machinery neces- 
sary to enforce mandatory grade label- 
ing is considered a disadvantage by 
some, but others point out that the 
Federal and State Governments now 
spend a tiny part of their efforts pro- 
tecting consumers, especially consum- 
ers' pocketbooks. 

Some opponents of grade labeling 
declare the cost would be prohibitive. 
The advocates challenge that conten- 
tion and say it is not necessarily true 
for all products, and that the cost of 
administering compulsory grade label- 
ing for many products would be small, 
especially in relation to the savings 
made by consumers. 

OBSTACLES to grade labeling include 
the technical problems of measuring 
and testing qualities to determine 
conformity to grade. Another obstacle 
is that if grades are to be satisfactory 
they must be based on the qualities 
that consumers look for in goods. The 
information is not always available 
without considerable investigation. 
Also, consumers' wants change from 
time to time. 

Even its most ardent proponents do 
not suggest that grade labeling be 
made compulsory for all goods. It is 
not necessary for some, and it may not 
be practical for others. 

Compulsory grade labeling may be 
desirable for some  goods even when 
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no emergency, such as war or depres- 
sion, exists--goods for which con- 
sumers have no way of identifying and 
comparing quality other than brand 
names. Two circumstances may bring 
compulsory grade labeling about. One 
is if producers cannot police the market 
through their own efforts and ask the 
Government for grade labeling to pro- 
tect them against each other. Such cir- 
cumstances arose when the canners 
instigated the McNary-Mapes amend- 
ment to the Food and Drugs Act. 
Again, if in the eyes of the general pub- 
lic the need for consumers' protection 
becomes serious and if producers are 
unwilling to take action, mandatory 
grade labeling might gain control. 
That happened when steps were taken 
to protect consumers of foods and 
drugs through the passage of the 
original Food and Drugs Act. [Jessie 
V. Coles.) 
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Facts—fast 

The netWOrk of tele- 

phone, telegraph, and teletype communications gets Cali- 

fornia lettuce and citrus, Louisiana strawberries, and 

Florida truck crops on their way at the best moment for 

shipment and makes certain their proper distribution to 

hundreds of wholesale buyers in just the amounts they 

stand ready to handle. Each person in the market needs 

information on some questions if he is to make orderly 

marketing plans. To the extent that the information is 

available and systems of communications are properly 

used to get the information where and when it is needed, 
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the flow of supplies from farm to distant market can be 

made efficient. To the extent that we do not get the re- 

liable information, or do not make the best use of in- 

struments of communications to distribute it, we risk 

delay, waste, and other inefficiencies. The Department 

of Agriculture compiles hundreds of statistical reports 

on all phases of marketing and operates 11,000 miles of 

leased wire to all principal markets of the country. People 

also are informed through advertising and extension. 

The Market's 
Nervous 
System 

Out of half a dozen small shipping 
points in the Salinas Valley of Cali- 
fornia the refrigerator cars and reefer 
trucks roll every day in season to fur- 
nish millions of dinner tables with 
fresh lettuce. 

The transportation is fast and de- 
pendable, but it alone cannot guaran- 
tee that the Nation's appetite for 
lettuce will be satisfied—that no place 
will get none while others have more 
than they can use. Within the brief 
period between certainty of harvest 
and shipment, shippers and wholesale 
buyers 3,000 miles apart must decide 
which markets get how much. They 
must also agree on prices. The long- 
distance telephone makes that possible. 

The exact size of the lettuce crop is 
unknown almost up to the moment of 
harvest. A few days of the wrong kind 
of weather mean there is no crop. 

Once ready, lettuce must be cut and 

on its way. It is a busy time for the 
shipper's telephone. Most of the crop 
is sold by the time cars and trucks are 
loaded. 

But not all produce is sold before it is 
shipped, even with the telephone. By 
the time of shipment, however, the 
shipper has a good idea of where he 
expects to sell and sends all loads on 
their way. Unsold rail shipments are 
waybilled to the established "billing 
points"—convenient junction points 
from which they can be rerouted to a 
wide choice of terminals. Loads are 
sold before the cars reach the billing 
points, and diversion orders sent over 
the railroad's telegraph system keep 
them moving to their final destina- 
tions, where the buyers are prepared 
to receive them. 

Unsold truckloads are simply started 
on their way to a tentative destination, 
with instructions to the driver to check 
at the usual routine stops for further 
instructions. The stops are usually 
combination service stations and res- 
taurants, which specialize in serving 
the long-distance trucker. At one of 
them the driver will find a telephone 
or teletype message awaiting him that 
reroutes him to one buyer or perhaps 
two or more buyers of part loads. The 
only written record of the sale comes to 
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the shipper days later in the form of a 
confirmation letter. 

Thus does the well-knit network of 
telephone, telegraph, and teletype 
communications get California lettuce 
and citrus, Louisiana strawberries, 
and Florida truck crops on their way 
at the best moment for shipment and 
make certain their proper distribution 
to hundreds of wholesale buyers in 
just the amounts they stand ready to 
handle, without the gluts, scarcities, 
and other uncertainties that plagued 
produce distribution before we learned 
how to use modern communications to 
avoid consignment selling. 

Advance knowledge of supply and 
prices is just as important to the whole- 
saler and retailer as to the shipper. In 
close touch with customer stores by 
phone, the wholesaler is then in posi- 
tion to get shipments out to the retail 
counter with little delay. Foreknowl- 
edge of supplies helps newspapers get 
the word to the housewife that now is 
the time, for example, to buy straw- 
berries. Knowing both prices and sup- 
plies, the retailer can plan advertising 
promotions ahead of printing dead- 
lines and get his floor displays ready. 

Thus a housewife reads in the eve- 
ning paper that "strawberry supplies 
are good this week, and quality is at a 
peak." Perhaps she finds a new recipe 
for shortcake in a nearby column. Or 
she may find strawberries mentioned 
prominently in the advertisements of 
supermarkets. Or, reading neither, she 
may simply go shopping, notice a 
featured display of strawberries, per- 
haps with a biscuit-mix tie-in and 
recipes. Whether editorial matter, ad- 
vertising, or the point-of-sale display 
brings strawberries to her attention, 
the result is likely to be a sharpened 
interest in strawberries, and shortcake 
for supper some evening. Stimulation 
of demand is also a job for communica- 
tions. 

THE MARKETING ROLE of communi- 
cations is most dramatic in the almost 
frenzied movement of delicate perish- 
ables,  but no less important  to  the 
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orderly, efficient marketing of s tora ble 
staples like wool, grain, and cotton, or, 
indeed, any crop of value. 

The organized markets that allow 
for the smooth operation of supply and 
demand depend for their existence on 
the quick availability to buyers and 
sellers of every kind of information that 
affects supply and demand. The infor- 
mation needs arc much the same for 
all products. Only the means of com- 
munication differs. 

The broiler plant in the Delmarva 
area keeps in hourly contact with its 
New York agents through shortwave 
radio in order to tailor its slaughter 
operations closely to market demand. 
Its field buyers' automobiles may be 
equipped with radio telephones to 
keep them constantly informed as to 
the changing needs of the plant. 

The packer of canned goods may 
find the press news and mails ade- 
quate. 

Whether the crop is lettuce, tobacco, 
wheat, hogs, or wool, whether com- 
munication is by newspaper, a farm 
magazine, telephone, or mail, each 
person in the market needs informa- 
tion on some questions if he is to make 
orderly marketing plans. To the ex- 
tent that the information is available 
and communications systems are prop- 
erly used to get the information where 
and when it is needed, the flow of sup- 
plies from farm to distant market can 
be made efficient. To the extent that 
we do not get the information, or do 
not make the best use of instruments of 
communication to distribute it, we risk 
delay, waste, and other inefficiencies. 

Let us consider what these informa- 
tion needs are, and how they are met 
today in the marketing of one farm 
crop, beef cattle. 

Our information needs might be 
considered reasonably well met if the 
various groups in the market could get 
these questions answered: 

The farmer: What can I expect the 
supplies and the market situation to be 
like when the production I am now 
planning is ready for sale? What is 
likely to  happen  to  my production 
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costs while this crop is maturing? What 
is the best time to be ready to sell? For 
the crop now going to market, what 
docs each market open to me o Her? 

The processor and the wholesaler: 
How much can be expected to come to 
market and what will its quality be? 
When can I expect it to arrive? What 
is consumer demand likely to be at 
that time? What are the prices of the 
raw material and finished product 
likely to be at that time? 

The retailer: What is available, in 
what qualities, and at what prices? 
Which items would make attractive 
•current promotions? 

The housewife: What is available, 
in what qualities, and at what prices? 
Which offer the best current values? 
How can I use them? 

The cattle farmer's first market de- 
cision comes with the decision of when 
to breed, for that determines within 
narrow limits when he will be ready 
to sell. Farm papers, newsletters, and 
outlook reports tell him what to ex- 
pect in trends of prices and produc- 
tion costs and offer advice on timing. 
Thus a May issue of one farm publica- 
tion advises southern farmers: "Breed 
beef cows this month to top feeder-calf 
market next October year. ..." 

After the cows are bred and the 
calves are born, farm publications, the 
radio, and the cattleman's local news- 
paper transmit revised information on 
trends of supplies and prices, the out- 
look for feed supplies and costs, and 
further advice on when to be prepared 
to market and in what condition. 
Daily radio and newspaper reports on 
the stockyards markets receive increas- 
ing attention as the time approaches 
to sell: News of prices paid, volume of 
receipts, and quality of cattle coming 
to market. The cattleman compares 
the different available markets and 
makes a decision to ship. If the calves 
are in good condition, the slaughter 
market may be more attractive than 
the feeder market. A telephone call 
to the local trucker, and the calves are 
on their way to dinner tables. 

Months before the truck was loaded, 
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the meatpacker had become actively 
interested in the calves of this crop. 
His staff had been watching official 
crop estimates, as reported in the daily 
financial and trade press, reports of 
the cattle population, feed supplies, 
and feed-price relationships. He ob- 
tained private reports from his sur- 
rounding area on probable supplies. 
He planned advertising copy for con- 
sumer magazines and got it off in time 
to meet acceptance deadlines, copy de- 
signed to stimulate demand for the 
plentiful products. 

The packer's staff also had been busy 
studying the published reports on in- 
dustrial production, industrial plans, 
and other information to help him 
forecast probable consumer demand 
when those calves have become steaks 
on the meat counter. 

While those calves still had several 
months left at the feed box, the home 
economists on the staffs of women's 
magazines, the State colleges, and the 
Department of Agriculture had be- 
come interested. Those tempting beef 
recipes in the housewife's home maga- 
zine had been prepared 4 months or so 
before, and they had been planned to 
appear just when beef was a good buy 
on the market. They had to be planned 
also around the grades and types that 
were going to be in best supply, so the 
housewife would get the information 
about the cuts most available. 

The day before the calves were 
shipped, the packer got all the infor- 
mation he could on probable supplies 
the next day and made any last- 
minute revisions necessary in his oper- 
ations plans for the next day. When 
the calves arrived, he had to have just 
enough men on hand to handle them. 
He looked at the market news reports 
on expected rail arrivals and added in 
the not-too-accurate estimates on ex- 
pected truck arrivals obtained from 
country contacts. On the morning of 
arrival, he scanned the teletyped 

■ market news on receipts at the other 
principal markets before buying. All 
the while his country buyers kept in 
close touch with the plant to be cer- 
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tain of its needs, prices, and supplies. 
The meatpacker is in constant touch 

with the retailer through the local 
warehouses. Then as the beef becomes 
plentiful, previously prepared display 
materials and recipes are made avail- 
able to help stimulate consumer inter- 
est. The market manager, kept in- 
formed by the warehouse on supplies 
and prices, is in a position to feature 
the attractive buys in his advertising. 

From farm plan to the supper menu, 
communications facilities stand ready 
to transmit the information necessary 
for the efficient and orderly planning 
of the market process. The combina- 
tion of all of our modern media, of 
communication makes possible smooth 
operation of the intricacies of a nation- 
wide marketing system, provided the 
right kind of information is made 
available in the right time and place 
through skillfully planned use of our 
communications instruments. Neces- 
sary information is not always as 
available as it could be, unfortunately, 
and planning for its collection and use 
has sometimes lagged. 

A GOOD CASE in point is "en route" 
information on truck shipments. On 
April 13, 1953, without prior warning, 
the Chicago livestock market was 
deluged with 29,000 head of cattle, a 
run greater than on any other one day 
in 26 years, and only exceeded twice 
before in the history of the Union 
Stockyards. On April 14, only 4,000 
head came to market, and on April 
15, only 7,000 head. This unexpected- 
ly large run made trouble and expense 
for everyone involved. The farmer 
undoubtedly lost out in price, which 
fell $1.50 per hundred on the 13th. 
The market was already declining, it 
is true, but the unexpected size of the 
run was certainly a factor in the size 
of the drop. The packer's operations 
plans were upset—he did not expect 
such large receipts. The hauler lost— 
his trucks and drivers were tied up, 
longer than he had planned, waiting 
to unload. An accurate estimate of the 
total   losses  involved   would   be   im- 
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possible, but a guess of 100,000 dollars 
for this one incident might not be too 
high. Yet only a few hours' advance 
notice of shipping intentions could 
have avoided the mess. An easily 
arranged delay in the shipping plans 
of nearby producers could have kept 
receipts within reason, to everyone's 
advantage. 

Twenty-five years ago, when most 
livestock went by rail to central mar- 
kets, a situation like this could not 
have arisen without advance warning. 
Rail shipments have to be planned 
some days ahead, and the rail organi- 
zations keep central records of rail 
movements and destinations. That in- 
formation was, and is, made available 
to the trade through the Market News 
Service of the Department of Agricul- 
ture. But although the truck has been 
the dominant method of livestock trans- 
port since 1935, the only organized 
and accurate information on expected 
arrivals has been that of rail shipments. 

Collecting data on truck shipments 
probably will never be as easy and 
cheap as getting information on rail 
shipments, but with today's flexible 
means of communication it is hard to 
believe a way cannot be found to do 
the job. Farmers, consumers, and ev- 
eryone in between have been paying, 
because we do not have the informa- 
tion on expected shipments of live- 
stock, of tree fruits, and many other 
crops for which lack of adequate prep- 
aration to handle the receipts can be 
critical. 

Even for the types of information 
now made available in reasonably 
adequate amount, we do not always 
make use of the fullest potentials of 
modern devices. Livestock market re- 
ports reach the farm home today by 
radio almost as soon as the reporter 
gets them back to his field office. But 
in these days of good walkie-talkies, 
the reporter may have to spend as 
much as a half hour or more getting 
them back to his office by shank's 
mare. 

"One picture is worth a thousand 
words" is nowhere truer than in the 
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description of the grade of cattle sold 
at the quoted price. It is no secret that 
the buyer is much less choosy in what 
he describes as "good-to-choice55 steers 
when cattle on the market arc scarce 
than when the runs arc heavy. But the 
use of televised market news is still 
confined to isolated local experiments. 

A market organization that works 
even more smoothly than today's is 
possible with better information for 
planning. We have the instruments to 
get more and better information, to 
more people, more quickly, if we are 
willing to put a modest amount of 
energy, imagination, and funds into 
finding out how. {Chester R. Wasson.) 

Reporting 
Supplies and 
Markets 

Market information is much more 
than the condensed summaries of the 
receipts and prices at one place given 
on the financial pages of daily papers 
or by radio. Generally such reports are 
a synthesis of a host of factors that 
have culminated in action, or an ex- 
change of commodities, at one point 
in the marketing system. For example, 
the report that No. 2 yellow corn at 
Chicago is $1.56 a bushel means that 
buyers and sellers have met on the 
trading floor and have agreed on a 
price after each has weighed his 
knowledge of many factors of supply 
and demand. The fairness of that 
agreement or price depends on things 
too numerous to list here. But it seems 
evident that if competition and pric- 
ing are to be effective and fair all 
buyers and sellers must have equal 
access to full information about the 
factors that influence the market. 

In an earlier day the producer of 
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livestock, grain, and the more perish- 
able commodities could know fairly 
well the situation at his local market, 
where he sold his goods. But even then 
controversies developed. Some traders 
used all sorts of means (including 
carrier pigeons) to get the information 
about the crop and market conditions 
ahead of their competitors. Travelers 
from distant areas were questioned 
extensively. News of all kinds was 
highly valued and obtainable by the 
few who were in position to make the 
necessary contacts. 

The areas of competition broadened 
as transportation developed, industry 
grew, the population increased around 
centers of manufacturing, and food 
supplies had to be drawn from greater 
distances. The local market became 
less of a factor in the pricing scheme; 
the market for agricultural products 
became national and international. 
The producer of winter wheat in 
Kansas became concerned with the 
production in all other winter wheat 
producing areas, including the Argen- 
tine and the Ukraine. He became con- 
cerned with the prices of wheat at 
Kansas City, Chicago, Buffalo, and 
New York, 

THE DEVELOPMENT of market in- 
formation services in the Department 
of Agriculture followed closely the 
pattern of the development of agri- 
cultural production. As areas of pro- 
duction spread out, the first thing 
needed was reliable information on 
total production. The institution of a 
crop and livestock reporting service 
was one of the first activities of the 
Department of Agriculture when it 
was established in 1862. As a matter 
of fact, demand was great for such a 
service nearly 25 years before there 
was a Department. 

Now, the Agricultural Estimates Di- 
vision, operating through the United 
States Crop Reporting Board, provides 
throughout the year statistical reports 
for more than 150 farm products. 
The reports include estimates of the 
acreages of the crops farmers intend 
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description of the grade of cattle sold 
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the buyer is much less choosy in what 
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receipts and prices at one place given 
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or by radio. Generally such reports are 
a synthesis of a host of factors that 
have culminated in action, or an ex- 
change of commodities, at one point 
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trading floor and have agreed on a 
price after each has weighed his 
knowledge of many factors of supply 
and demand. The fairness of that 
agreement or price depends on things 
too numerous to list here. But it seems 
evident that if competition and pric- 
ing are to be effective and fair all 
buyers and sellers must have equal 
access to full information about the 
factors that influence the market. 

In an earlier day the producer of 
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livestock, grain, and the more perish- 
able commodities could know fairly 
well the situation at his local market, 
where he sold his goods. But even then 
controversies developed. Some traders 
used all sorts of means (including 
carrier pigeons) to get the information 
about the crop and market conditions 
ahead of their competitors. Travelers 
from distant areas were questioned 
extensively. News of all kinds was 
highly valued and obtainable by the 
few who were in position to make the 
necessary contacts. 

The areas of competition broadened 
as transportation developed, industry 
grew, the population increased around 
centers of manufacturing, and food 
supplies had to be drawn from greater 
distances. The local market became 
less of a factor in the pricing scheme; 
the market for agricultural products 
became national and international. 
The producer of winter wheat in 
Kansas became concerned with the 
production in all other winter wheat 
producing areas, including the Argen- 
tine and the Ukraine. He became con- 
cerned with the prices of wheat at 
Kansas City, Chicago, Buffalo, and 
New York, 

THE DEVELOPMENT of market in- 
formation services in the Department 
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pattern of the development of agri- 
cultural production. As areas of pro- 
duction spread out, the first thing 
needed was reliable information on 
total production. The institution of a 
crop and livestock reporting service 
was one of the first activities of the 
Department of Agriculture when it 
was established in 1862. As a matter 
of fact, demand was great for such a 
service nearly 25 years before there 
was a Department. 

Now, the Agricultural Estimates Di- 
vision, operating through the United 
States Crop Reporting Board, provides 
throughout the year statistical reports 
for more than 150 farm products. 
The reports include estimates of the 
acreages of the crops farmers intend 
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to plant, acres planted for harvest, and 
harvested acreages. During the grow- 
ing season monthly estimates of pro- 
duction are made on the basis of crop 
conditions or probable yield per acre 
as they are reported to the Depart- 
ment on the first of the month. Reports 
on the condition of pastures and ranges 
are issued monthly by States. Produc- 
tion estimates for 136 crops, including 
fruits, nuts, vegetables, and field crops 
are published regularly. 

Statistics concerning livestock and 
poultry production include annual 
estimates of numbers and classes of 
livestock and poultry on farms Janu- 
ary 1, and annual estimates of calf 
and lamb crops and chickens and 
turkeys raised. 

Estimates of the pig crop arc made 
twice a year. The repoit in June covers 
the spring pig crop and intentions for 
the fall. The report in December 
relates to the fall pig crop and inten- 
tions for the following spring. 

The volume of milk and eggs pro- 
duced is estimated monthly, and that 
of wool and mohair annually. The 
number of chicks and turkey poults 
hatched in commercial hatcheries is 
estimated monthly, and weekly reports 
are made for areas in which broilers 
are important. 

A complete enumeration is made 
every year of the factory output of 
about 45 kinds of dairy products. 
Monthly and weekly estimates are 
made currently for the more impor- 
tant dairy products. Dairy plants keep 
comparatively accurate records of pro- 
duction, and in many States collection 
of data is facilitated by State laws re- 
quiring the firms to report the quan- 
tities manufactured. In 36 States the 
Department of Agriculture has en- 
tered into cooperative agreements 
with State agencies, usually the State 
Department of Agriculture, to provide 
for the joint collection of information 
and issuance of State and National 
reports. This Federal-State cooper- 
ative program was started about 36 
years ago. It has not only prevented 
duplication   of   effort   between   the 
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Federal and State agencies, but has 
enabled the two agencies working 
together to provide greatly increased 
services to farmers. 

The larger part of all information 
obtained comes from individual farm- 
ers and businessmen, who cooperate 
with their fellows and with the Depart- 
ment to pool their information for 
the common good. The Department is 
largely dependent upon the willing 
cooperation of hundreds of thousands 
of voluntary reporters who complete 
and return questionnaires, with no 
reward other than the informational 
service they get and the knowledge 
that they are performing a public serv- 
ice and that the official reports arc 
more accurate because of their help. 

THE MARKET NEWS SERVICE came 
into being about 50 years after the 
crop and livestock reporting work— 
after many changes had occurred in 
industrial development, the growth of 
cities, and the expansion of railroads 
and communication facilities. 

Production estimates and reports of 
crop conditions had been refined, but 
still it was apparent that the immediate 
supplies at one single market point 
strongly influenced the prices at that 
point; lack of accurate information on 
supplies and prices led to simultaneous 
gluts and scarcities in markets through- 
out the country. Farmers, dealers, 
handlers, and processors were trying 
to operate in the dark. More than ever 
they needed information about con- 
ditions in all markets. 

The Department of Agriculture re- 
ceived many requests for help. A study 
was made, and in January 1913 the 
Secretary of Agriculture issued a report 
that recommended that a division of 
markets be established. It opposed the 
establishment of a market news service. 
The cost of a telegraphic service seemed 
prohibitive and the fear that farmers 
would be misled by the market reports 
seemed to be the main obstacle. 

The Office of Markets was estab- 
lished in 1913. Work on market re- 
porting began in  1915. The pioneer 
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work was successful and mushroomed 
when the First World War placed 
heavy burdens on marketing systems. 

The service has expanded steadily, 
until in 1953 most of the major 
markets were covered. 

Information about one market is 
collected by a reporter who makes per- 
sonal contact with the dealers, han- 
dlers, and others to get records or 
reports of sales. He observes the com- 
modities at first hand and appraises 
them as to conditions and quality. 
The information so gathered is given 
to the press and radio stations and 
sent out through processed reports, 
telegraph, telephone, and personal 
contact. At the same time, through 
the facilities of about 11,000 miles of 
teletype circuits, the market reporters 
in each market interchange informa- 
tion several times during the market 
session. This information is posted 
or otherwise disseminated in the par- 
ticular market so that as trading pro- 
ceeds all parties have access to knowl- 
edge of what is happening in other 
markets. 

A particularly significant feature of 
the fruit and vegetable market news 
service is the information obtained 
from reports of car loadings on all rail 
lines and reports of passing at railroad 
gateways. The information is tele- 
graphed each midnight to the central 
market news office in Washington, 
D. C, where it is compiled and placed 
on the teletype circuit early the next 
morning. Another part of the informa- 
tion is obtained from the seasonal mar- 
ket news offices at the shipping points 
and through reports from the grading 
and inspection forces, growers, and 
shippers in the producing areas. For 
shipments by motortruck, receipts 
are obtained from 15 or 20 terminal 
markets, but information about move- 
ment by motortruck is incomplete. 

Through these facilities traders on 
any market served will know what the 
supplies are on his particular market, 
what the supplies are on other markets, 
the conditions in the important ship- 
ping points, and the volume of loadings 
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and passings, by which he may judge 
what may be expected in the imme- 
diate future. 

For many livestock markets the local 
market news service provides the same 
type of service on advance receipts, 
which are based on reports from the 
railroads, shippers, and buyers, mar- 
ketings on corresponding days for 
recent weeks, current demand and 
price trends, weather and road con- 
ditions, and other factors. On that 
basis the market reporter estimates the 
probable receipts of livestock on his 
market during the next 24-hour 
period. The estimates are posted on 
the exchange bulletin, given the press, 
and sent by teletype to other offices. 

Market news also is provided on 
dairy and poultry products, grain, 
feed, tobacco, naval stores, molasses, 
and cotton. 

Each service is adapted to the con- 
ditions under which the particular 
commodity is marketed. For example, 
in the marketing of eggs the service has 
followed the market trend and has 
based an increasing amount of its in- 
formation on transactions at the coun- 
try buying points. For some areas the 
livestock market news service covers 
the interior markets for hogs and 
sheep. Data as to grain and feed are 
gathered at strategic points and issued 
weekly on a national basis. 

Trading in cotton is highly organ- 
ized. The price quotation on the 10 
spot markets, designated by the Secre- 
tary of Agriculture, are reported by the 
quotations committee on each market. 
The committees are under the super- 
vision of the Cotton Division of the 
Department of Agriculture. 

About 300 different qualities of up- 
land cotton are reported. Prices are 
quoted as premiums and discounts' off 
or on the base quality, middling 
%-inch staple. The quotations are 
wired the Cotton Division office in 
Memphis, Tenn., where daily quota- 
tions are released to the wire services, 
newspapers, and radio. 

Prices at other than the 10 spot 
markets are collected by employees of 
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the Cotton Division by personal inter- 
view with buyers and sellers. About 10 
additional markets are covered by this 
means. 

Cotton prices delivered or landed at 
the mill points are also obtained from 
mills, merchants, and shippers. The 

♦ prices are designed to provide quick 
and reliable information on average 
prices for various grades and staples 
most in demand by mills as well as the 
spreads between the spot prices and 
the landed mill prices in the various 
sections of the Cotton Belt and the 
New England States. 

Estimates of grade and staple, im- 
portant features of the cotton market 
information service, supplement the 
estimates of production by further de- 
fining the production into its com- 
ponent parts. Samples of cotton are 
obtained from cooperating gins and 
sent to the classing offices of the Cotton 
Division. The samples are stapled and 
classed by experts, and the results are 
forwarded to the Washington office, 
where a report is issued to show the 
quality of the crop being marketed. 
The report enables a producer or 
handler to determine about what por- 
tion of the crop will probably be of a 
particular grade—an important pric- 
ing factor. 

For tobacco also the market informa- 
tion is a little more specific than for 
other commodities. Under the Tobac- 
co Standards Act the Secretary of 
Agriculture is directed to provide a 
grading and market news service on 
any market where two-thirds of the 
growers utilizing that market vote in 
favor of the service, which is conducted 
by the Tobacco Division. 

On the sales floor each pile is graded 
officially by a trained grader, and a 
ticket is marked to show the official 
grade. After the sale the market news 
man notes the prices and compiles a 
report. Each grower, buyer, or other 
interested person is provided a copy 
of the report for the previous day at 
the beginning of each sale. The report 
enables the grower to compare the bid 
price for each grade which he has to 
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sell with the previous day's prices and 
decide whether he should accept or 
reject the bid price. 

AN IMPORTANT ITEM in appraising 
the total market situation is the storage 
holding, which can have both a long- 
or short-time influence in the market 
because the commodity stored can be 
moved quickly into the channels of 
trade or held for varying periods. 

Storage supply also can have a vari- 
able effect on transactions on individ- 
ual markets, depending on the location 
of the supply in relation to the market. 

A given amount of wheat held in 
terminal elevators would cause a dif- 
ferent market reaction than the same 
amount held at country elevators or on 
the farm. It is also important to know 
the grade or kinds of the commodity 
held, because there are different mar- 
kets for parts of a crop having different 
characteristics. For example, it might 
be that the total amount of cotton held 
in storage was large, but if the stocks 
were mostly of short staple or low 
quality, the market for them might be 
depressed; but the effect would be the 
reverse in the market for cotton of long- 
staple and high quality. 

The Department of Agriculture pro- 
vides a great deal of information on 
the storage holdings. The Agricultural 
Estimates Division collects information 
on farm stocks of many of the impor- 
tant grains and issues reports four 
times a year on stocks of grains in all 
positions. The Grain Division issues 
each week information on commercial 
stocks of grains at 45 points in the Unit- 
ed States and Canada. Bulletins on 
tobacco stocks are issued quarterly; 
the reports show the storage supply by 
groups of grades so that the user can 
determine the supply of tobacco avail- 
able for the several types of uses. 

Cotton carryover stocks are reported 
shortly after August 1 each year. These 
statistics show the quantity by grade, 
staple length, and durability of upland 
cotton as well as the staple length of 
foreign cotton carried in the stocks as 
of August 1. 
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Monthly reports of a large number 
of perishable fruits and vegetables, 
dairy and poultry products, meats, and 
fish in cold storage also are issued by 
the Agricultural Estimates Division. 

ORDERLY MARKETING requires more 
than just a group of reports on the 
more important factors of production, 
supplies, stocks, and prices, however. 
Reports and data on population, the 
level of employment, wages, average 
production costs (including wages of 
farm labor and costs of fertilizer and 
machinery) and such must be analyzed. 

To fill this need the Department pro- 
vides a number of services. Studies of 
marketing methods and costs point the 
way for greater efficiency in marketing 
and long-range production plans. Of 
major importance is the information 
on farm management and costs. This 
material is essential in the development 
of the outlook services provided by 
the Department and its cooperating 
agencies. 

This continuous service brings to- 
gether and analyzes information from 
many sources. The crop and livestock 
estimates, market news, information 
based on farm management work, and 
the marketing research studies all con- 
tribute basic information on agricul- 
ture. Related data on business condi- 
tions, the industrial employment and 
wages, and international developments 
are brought together also periodically 
in the form of comprehensive situation 
reports, which help farmers, proces- 
sors, and handlers in making decisions. 

The situation reports are preceded 
by an annual outlook report, issued 
each fall. It is designed primarily to 
meet the need for an analysis that looks 
ahead a year or two. To prepare the 
annual outlook report, all interested 
agencies in the Department and repre- 
sentatives of the extension services of 
the States participate in a thorough 
analysis of the farm situation. 

The marketing services of the De- 
partment are careful that all parts of 
the market system have equal access 
to the reports. 
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An example is the releases of the 
Crop Reporting Board, which meets 
behind locked doors and sealed win- 
dows in a carefully guarded wing of 
one Department of Agriculture build- 
ing in Washington. No one can enter 
or leave the wing during the time the 
board is at work. The release is con- 
trolled by law and strict regulation. 
The day and hour of the release of each 
report is scheduled a year in advance, 
and is made through special facilities. 
The precautions are taken because 
anyone who could get even an hour's 
advance notice of the content of the 
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Market reports reach uncounted 
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three times before I learned how to use 
advertising, but when I did learn how, 
it made me rich. There's nothing magi- 
cal about advertising. Obey its princi- 
ples and it will deliver." 

Another famous American, Mark 
Twain, also commented many years 
ago on the value of advertising. He 
told about a reader who reported he 
had found a spider in his paper. This 
reader wanted to know if that was an 
omen of good or bad luck. Mark 
Twain answered: "Finding a spider in 
your newspaper is neither good nor 
bad luck. The spider was merely look- 
ing over our paper to see which mer- 
chant was not advertising so he could 
go to that store, spin his web across the 
door and lead a life of undisturbed 
peace ever afterward." 

Advertising, and particularly agri- 
cultural advertising, has come a long 
way since those days. Its art and sci- 
ence have undergone great develop- 
ment, as can be readily seen by study- 
ing the advertisements ofthat time and 
those of today. The principal purpose 
of advertising, however, remains the 
same—to sell goods and services. 

The Secretary of Agriculture has 
pointed out: "Our agricultural history 
plainly shows the value of (proper) 
selling. Without aggressive campaign- 
ing on the part of industry, it might 
have taken several decades to get hy- 
brid corn adopted on the Nation's 
farms. Actually, it took only 10 years 
for industry and agriculture, working 
together, to put hybrid corn on virtu- 
ally loo percent of the Corn Belt acre- 
age. Similarly, it took only lo years 
for industry and agriculture, working 
together, to double the use of fertilizer. 
And it took only a little longer—about 
15 years—for industry and agriculture, 
working together, to accomplish the 
present miracle of farm power mecha- 
nization." 

What does the farmer think? In an 
extensive survey in i66 areas through 
the Nation 3 out of 5 farmers said they 
believed that the companies buying 
their products would sell less if they 
didn't advertise. 

THERE'S NO QUESTION that well- 
planned advertising of high-quality 
products has been successful, in large 
part, from the point of view of the 
farmer who put an ad in the classified 
section of the local paper and of the 
million-dollar advertiser. Otherwise, 
more than 7 billion dollars would not 
have been spent in 1953 for advertis- 
ing—140 times more than all advertis- 
ing expenditures less than a century 
ago. 

Many in the field of agriculture are 
well represented in that 7-billion-dol- 
lar figure. Many others, however, are 
not or they are poorly represented 
both in terms of the volume and the 
quality of the advertising. 

The dairy industry, however, stands 
as an example of an agricultural busi- 
ness that is beginning to make greater 
progress in its advertising and promo- 
tion methods aimed at selling more 
milk and other dairy products. And 
high time, for that not-so-simple equa- 
tion has been growing larger: Milk 
production up plus milk consumption 
down equals surplus and lower prices 
for dairymen. (Not to mention a mul- 
titude of other headaches.) When other 
businesses have the same problem, 
they step up their advertising and pro- 
motion campaigns to sell.more prod- 
ucts to more people. 

Actually, advertising and promotion 
are vital parts of the marketing opera- 
tion. Marketing, of course, is bigger 
than both of these parts, and bigger 
than sales alone, distribution, research, 
packaging, quality, or price, and each 
has to be satisfactory before advertis- 
ing can do its best work. Marketing is 
a composite of all, and advertising and 
promotion should fit in with the other 
phases of a marketing program. 

But in many instances they don't. 
Not so long ago (in 1950) a large 
dairymen's association made a quick 
survey of advertising in New York City 
"devoted to the Nation's No. 1 bever- 
age." Its conclusion: "Nowhere does 
milk advertising hit the consumers in 
the eyes as forcibly as competing bev- 
erages." In fact, milk advertising was 
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conspicuously absent in restaurants, 
drugstore and sandwich shop counters, 
grocery stores, and other points of sale. 
A look through five large newspapers 
in the world's largest milk market left 
the same impression. 

Now this situation has changed 
somewhat, but still more of the dairy 
industry needs to get behind a continu- 
ous, hard-selling program with new 
approaches that appeal to more peo- 
ple—young and old. If it could recap- 
ture the market for the 129 pounds 
of milk per person which has been lost 
since 1939 (from 824 to 695 pounds), 
the surplus could be turned into a 
scarcity. 

And many farmers firmly believe 
that this "lost" market can be recap- 
tured. Furthermore, they are willing 
to put up money to help do the job. 
Here's just one example from a resolu- 
tion passed by the New York State 
Farm Bureau Federation at its 1953 
annual meeting: 

"There is increasing demand from 
dairymen that the present 'Milk For 
Health5, contribution of one cent per 
hundredweight be increased to pro- 
vide for an expanded advertising and 
promotion program. Many of the other 
dairy states are already well ahead of 
New York in this field. Any such pro- 
gram, if it is to be successful, should 
have full support of a substantial 
majority of dairymen. 

"Be it resolved. That we recommend 
that the dairy organizations and the 
*Milk For Health' board consider plans 
for collecting additional funds for their 
effective use in promoting the use of 
milk. 
: "Be it further resolved, That we em- 
phasize the value of self-help programs 
on the part of dairymen in marketing 
their product." 

Add to this similar efforts by fruit 
and vegetable growers and other 
groups in various sections of the coun- 
try. They don't want to fall behind in 
the competition for markets, and in 
the food business they realize they 
have more than 160,000,000 oppor- 
tunities repeated three times every day 

to do a selling job for   better  foods, 
better diets, better health. 

Now LET'S CONSIDER those principles 
of advertising that Mr. Wrigley said 
would deliver results if they were 
obeyed. There arc four: 

1. Good advertising aims to inform 
the consumer and help him to buy 
more intelligently. 

2. Good advertising tells the truth, 
avoiding misstatement of facts as well 
as possible deception through implica- 
tion or omission. It makes no claims 
which cannot be met in full and with- 
out further qualification. It uses only 
testimonials of competent witnesses. 

3. Good advertising conforms to the 
generally accepted standards of good 
taste. It seeks public acceptance on 
the basis of the merits of the product or 
service advertised rather than by the 
disparagement of competing goods. It 
tries to avoid practices that are offen- 
sive or annoying. 

4. Good advertising recognizes both 
its economic responsiÍDÜity to help re- 
duce distribution costs and its social 
responsibility in serving the public. 

To be more specific, just what makes 
a good advertisement? Getting an 
advertisement noticed is easy—as easy 
as getting attention by whistling at a 
farm meeting. But to get people to 
trust, believe, and act upon an ad in 
the newspaper or farm magazine, and 
to get a radio and television commer- 
cial listened to, respected, and re- 
sponded to is a different matter. 

The best advice is forget the flossy 
phrases and get down to facts. People 
want to know price, size, quality, per- 
formance, and other important facts 
about a product. They may not know 
anything about preparing advertising, 
but they can quickly spot a "hokum 
hawker" on the air and a phony ad in 
the press. Windy' generalities start 
them yawning. Ditto for involved 
analogies, unsupported claims, irrele- 
vant pictures, and the worn-out 
phrase. They want facts—specifically, 
the kind that show what's in it for 
them. 
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This last point shows up a common 
pattern which can be taken apart, 
identified, and profitably used in 
writing advertisements. These are the 
four basic parts: 

T. Start with the right raw mate- 
rial—get all the facts. It's not enough 
to know all about the product to be 
sold. The advertisers should also find 
out all they can about the prospective 
customers they're trying to sell it to 
and about the media that will most 
likely be successful—newspapers, mag- 
azines, radio, television, outdoor ad- 
vertising, direct mail. 

2. Set up a valid and adequate ob- 
jective for each advertisement. Often it 
requires as much creative ingenuity 
to establish the objective as it does to 
produce the ads. The best objectives 
are derived from customers' or pro- 
spective customers' wants, likes, or 
dislikes. Professionals get these an- 
swers through what they call market 
research. 

3. Tell all that may be required to 
support the objective. This applies to 
pictures as well as to copy, and even 
to color when it can be used function- 
ally. Advertisers should not short- 
change an interested reader by leaving 
out details that may be vital to their 
message. Readers and listeners usually 
aren't concerned about "long" copy— 
only about dull or vague copy, which 
is never short enough. 

This question often arises: If an 
advertiser has a certain amount of 
money to spend for advertising, is it 
better to spend it on large or small 
advertisements? The answer primarily 
depends on the type of product to be 
advertised or on what the advertiser is 
trying to accomplish. Sometimes a 
large ad is the best buy and sometimes 
a series of small ads will produce more 
results per dollar spent. Often a com- 
bination of both does the best job for 
the advertiser. 

4. Appeal to the self-interest of read- 
ers. Any boastfulness, or unsupported 
claims, and vacant generalities create 
the embarrassing impression of a com- 
pany or organization talking to itself 
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in public. How much more effective 
it is to present the product story from 
the potential buyer's point of view— 
specifically, to show what's in it for 
him. 

These four basic steps, advanced by 
Associated Business Publications, grew 
out of the experiences of hundreds of 
successful advertisers. Technically, the 
difference between a good advertise- 
ment and a very much better one is 
often so slight that it escapes recogni- 
tion, unless there is a yardstick like 
this. It won't create any miracle ads, 
but it will certainly make it easier to 
turn out good ones. 

PROMOTION also should be integrated 
into a marketing program. The possi- 
bilities for proper promotion with 
schools are virtually unlimited and the 
results achieved are relatively inex- 
pensive. Some companies and organi- 
zations have rather extensive school 
services. Others are beginning on a 
small scale by scheduling speakers at 
schools on a variety of subjects, hold- 
ing open houses, and supplying free 
teaching aids—leaflets, posters, book- 
lets, and exhibits without advertising 
matter. Later they may produce a few 
movies. These aids tell the story of 
agriculture, a product, an idea, or an 
organization. 

To accomplish worthwhile results, 
persons responsible for these promo- 
tional activities should know how in- 
dividual schools and teaching systems 
operate, their problems, and needs. 

Effective publicity as another part 
of a promotion program has to be in- 
telligently planned. It will follow, of 
course, that the effective employment 
of publicity docs not consist of scatter- 
ing half-baked releases anywhere and 
everywhere in the hope that gullible 
editors and radio and TV commenta- 
tors will "peddle apples" for a com- 
pany or organization. 

Newspaper and magazine space and 
radio and television time are worth 
money. They are the media's "prod- 
ucts," Accordingly, no enterprise has 
the right to expect newspapers or mag- 
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azines or radio or television stations to 
devote any part of their "product" to 
puffery of another's product. If a com- 
pany wants puffery of either itself or 
its product—and that, of course, is a 
legitimate objective—then the com- 
pany should take advertising space and 
pay for it. But if it expects free pub- 
licity, as part of a promotion program, 
that publicity should be honest and 
newsworthy and made up of timely, 
worthwhile facts, interestingly inter- 
preted. 

Sometimes, to be sure, a company or 
organization may "create" news by 
creating interesting situations—for ex- 
ample, anniversary celebrations, open 
houses in food plants, fairs, field days, 
contests, and the like. But still it must 
be news. That, in the modern view, is 
publicity. It is only one of the "tools" 
of a marketing program—not the be- 
all and end-ail. {William B. Ward.) 

Advertising: 
Another 

Viewpoint 

Advertising must be viewed in the 
light of the competitive economy in 
which we live. Buyer and seller have 
to be brought together. Under condi- 
tions of normal abundance of com- 
modities and products, the seller calls 
attention to what he has to sell. Buyers 
are not likely to beat a path to his door 
to buy his product. Advertising, then, 
is one of the aids in marketing, and 
that is why most advertising is tied in 
directly with identification of individ- 
ual brands or with the products from 
specific areas. 

There has been considerable con- 
troversy over advertising. United 
States businessmen and others spend 
more than 7 billion dollars a year for 
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advertising. They think it works and 
are willing to foot the bill. On the 
other hand, some economists have 
contended that it is a waste; they hold 
that advertising raises the costs of 
doing business and interferes with free 
competition. Some nutritionists hold 
that advertising is not always a 
dependable guide for meeting con- 
sumers' need for information. Other 
critics condemn advertising because 
there have been abuses by some 
unscrupulous persons. 

Some critics have argued that 
advertising tends to develop monopoly 
or concentration and that prices of 
some advertised products are more 
rigid than some other prices. The 
evidence does not point toward adver- 
tising as an outstanding factor in 
bringing about concentration, how- 
ever. And advertisers who do not 
adjust prices often find themselves 
losing business to others who are 
willing to make such adjustments. 

Advocates of advertising hold that 
it contributes to a high standard of 
living. They contend that it aids in 
putting new products on the market; 
that it is an economical way of doing 
an essential part of the merchandising 
job, namely, providing information 
needed in exchanging products; that 
it helps (through increased volume of 
business) to lower costs in many busi- 
nesses; and that it is an important 
element in the encouraging of invest- 
ment, whereby the gross product of 
the economy is raised to higher levels. 

UNDER FAVORABLE CONDITIONS, ad- 
vertising may accelerate demand, or 
it may hold back a declining demand 
for a product subject to adverse con- 
ditions of demand. The demand for 
lettuce has grown through favorable 
basic trends with little advertising. 
But substantial advertising expendi- 
tures have not prevented contraction 
of the demands for cigars, smoking 
tobacco, or wheat flour. 

Advertising is also used as a means of 
increasing the selective demand for 
specific brands or products of indi- 
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vidual businesses. Study has brought 
out several considerations that contrib- 
ute to the successful use of advertising 
in increasing demand for individual 
business enterprises. They include a 
favorable primary trend in the demand 
for the products of the enterprise and 
an opportunity for effective differenti- 
ation of product. Advertising is cer- 
tainly most effective when good adver- 
tising claims can be made. 

Another factor is the extent to which 
the product has hidden qualities, or 
whether inspection by a buyer at the 
time of purchase reveals all external 
qualities that concern him. 

Again, when some strong emotional 
appeals can be employed, advertising 
is likely to influence demand. 

Another consideration is whether a 
large enough sales volume exists or is 
likely to be created to permit an 
advertising program large enough to 
influence the market at a reasonable 
cost per unit. 

Also, the quality of a product must 
be maintained, consistent with adver- 
tising claims.'Selective demand based 
on maintained quality calls for brands 
as means of identification to guide 
consumers. 

Meeting the conditions that have 
been listed does not necessarily mean 
that all advertising programs will be 
successful. There are variations in 
conditions and skill in their evaluation 
and use. Some businesses choose to 
rely less on advertising, even when the 
factors are favorable, and use personal 
selling and sales promotion. Price 
reductions, especially, are also often 
tied in with advertising and other 
promotional work. 

Another economic factor is whether 
advertising through increased volumes 
of business tends to affect favorably 
(from the consumer's viewpoint) the 
total costs of distribution and produc- 
tion. In some instances, evidence 
points to a reduction of overall costs 
through advertising; in other instances 
to an increase in costs. The social con- 
tribution of advertising rests primarily 
on its effects in a dynamic economy in 
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aiding in the introduction of new pro- 
ducts and the increase of investments 
required in their production and dis- 
tribution. 

In the case of new products, adver- 
tising aids in increasing demand. In 
the food field, the prepared breakfast 
foods are illustrative of new products 
whose consumer acceptance has been 
developed through advertising and 
aggressive selling activities. 

Consumers are in search of revealing 
information regarding the multitude 
of items they have the choice of 
buying. Our markets normally afford 
the consumer a variety of products 
from which he can make a final choice. 
In our free economy, he exercises his 
freedom of choice in an atmosphere of 
influence through various types of ag- 
gressive selling, including advertising. 
The role of advertising in this environ- 
ment is to act as a source of information 
justifying confidence on the part of 
those to whom the advertisements are 
directed. 

Not only is it now generally accepted 
that good advertising should give the 
consumer the essential facts about the 
products. It is also generally agreed 
that advertising, as an effective selling 
tool, must be accompanied by a 
constant effort to maintain or improve 
the quality of the product offered. 

Brand identification by consumers 
resulting from advertising has been an 
important factor in the development 
of many of the self-service features of 
present-day distribution practices in 
retailing. To the extent that it helps 
further self-service, advertising may 
be regarded as a laborsaving device 
in that it tends to replace personal 
selling at the point of sale. 

Estimates of the advertising expendi- 
tures for farm products and foods 
are not available, but the volume is 
substantial. It includes payments by 
producers, manufacturers, and pro- 
cessors of agricultural products^ in- 
cluding foods, and by retail establish- 
ments. Packaged grocery specialties 
are one of the largest classes of national 
advertising,   while   a   glance   at  any 
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leading newspaper, especially on a 
Thursday or Friday, will be sufficient 
to indicate the emphasis our leading 
grocery stores place on advertising. 

If farm products in their original 
form are to be advertised, who should 
bear primary responsibility for further- 
ing any advertising program? Should 
it be done by the producer or by 
handlers of the product after it has 
left the producer's hands? What 
should be done about quality control 
of the product during the production 
period, preparation for market, and 
within the actual time required for 
selling? 

Considerations relating to each com- 
modity will necessarily control the 
decision as to whether advertising is 
to be done and, if so, who is to carry 
the responsibility. Tobacco and citrus 
fruit are examples of two very different 
situations in this respect, although 
both have been well advertised. To- 
bacco before it is ready for market is 
subject to numerous processes, over 
which the producer has no control. 
He has no interest in brand ownership. 

As a result, advertising has been 
developed wholly at the manufac- 
turers' level. 

CITRUS FRUITS are different from the 
standpoint of producers' responsibility 
and opportunity. The experience of 
citrus growers of California and Arizo- 
na have been frequently cited because 
of the well-rounded program of quality 
control, product handling, research, 
advertising, and sales promotion. A 
summary of the scope and objectives 
of the program of Sunkist Growers, 
Inc. (formerly California Fruit Grow- 
ers Exchange) will be of value. 

For many years the organization, 
which in 1954 represented about 15.000 
citrus growers in California and Ari- 
zona, has engaged in advertising activ- 
ities. The primary objectives have been 
to increase the total consumption of 
oranges, lemons, and grapefruit; to 
stimulate consumer and trade prefer- 
ence for California and Arizona citrus 
fruits,   and   more   particularly  those 
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labeled under the Sunkist brand; to 
increase the efficiency of merchan- 
dising through better display and faster 
turnover; and to encourage reasonable 
price margins. Those connected with 
the campaign have recognized the 
basic importance of standard grades, 
maintenance of grading standards, 
quality pack, careful harvesting, good 
packing and efficient transportation 
to insure arrival of the fruit in good 
condition at terminal markets, use of 
identifying brands, readily available 
supplies for customers whose interest 
has been stimulated by advertising. It 
is important that the basis of adver- 
tising is recognized as requiring main- 
tenance of quality clear through to the 
consumer. "Sunkist" was adopted as a 
trade-mark in 1908. 

Their advertising embraces the use 
of all the chief kinds of media (maga- 
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and students, doctors, dentists, dieti- 
cians, nurses, and public health work- 
ers, and public relations. Dealer service 
work, including sales-promotion activ- 
ities, takes up about 22 percent of the 
advertising budget. 

The program is based on research on 
cultural practices in fruit production, 
packaging, transportation, and so on, 
and in nutritional properties of citrus 
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department deals with trade and con- 
sumer studies on uses of citrus fruits 
and the accompanying trends and with 
nutritional research in medical schools, 
et cetera. Any proposed basis for in- 
fluencing consumer purchases is care- 
fully studied. More than 1 percent of 
the annual advertising budget is ex- 
pended on the latter two types of re- 
search. Advertising appeals have been 
based primarily on taste and health. 

In 46 years, the program has cost 
about 1.3 percent of the delivered value 
(the price upon arrival in terminal 
markets but not wholesale, jobbing, 
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at terminal  markets)   of citrus  fruit 
marketed by the organization. 

During the years the program has 
been in effect per capita consumption 
of citrus fruits in fresh and processed 
forms has increased from about 17 
pounds to 87 pounds, or almost five 
times. Several factors were responsible, 
not the least of which were advertising 
and its related activities. Citrus grow- 
ers have had the advantage of a 
favorable trend; their advertising rode 
with the tide to speed up consumer 
acceptance of a product favored by 
dietary trends. 

THE IMPORTANCE of these broad 
dietary and taste trends is well illus- 
trated by the lettuce situation. In 1953, 
United States commercial production 
of lettuce was slightly more than ten 
times what it was in 1918. Direct 
advertising by lettuce producers and 
marketers had no part in this expan- 
sion, but it is likely that they benefited 
by the efforts conducted by others to 
encourage the greater use of leafy 
vegetables as a way to improve the 
general dietary. Advertising by manu- 
facturers of mayonnaise and the other 
producers of the ingredients of salads 
has aided lettuce growers. 

The basic factors back of this trend, 
however, were the increasing emphasis 
upon the newer nutritional elements, 
vitamins, and the shift of American 
eating habits toward salads both 
because of the new nutritional dis- 
coveries and our rising standard of 
living, including the decrease in 
heavy physical labor on the part of 
many of us. 

Joint action through cooperative 
organizations or through commissions 
or other bodies set up by action of 
State legislatures are two ways to in- 
crease the use of farm products. Such 
commissions have been set up for 
potatoes, prunes, onions, apples, citrus 
fruits, and other products. An example 
is the Florida Citrus Commission, set 
up by Florida in 1935. The law pro- 
vided for assessments of 3 cents for 
oranges, 4 cents for grapefruit, 5 cents 
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for tangerines, and 4 cents for limes on 
a basis of a standard packed box of 
1% bushels. The larger part of the 
funds is devoted to consumer advertis- 
ing. Recognition has been given to a 
number of activities directed toward 
improving the marketing of Florida 
citrus fruit, among them the investi- 
gation and approval of license appli- 
cations from shippers, canners, truck- 
ers, and express shippers; working 
toward improving the quality of fruit 
shipped under various grades; efforts 
to obtain a better identification of 
Florida citrus products for marketing 
purposes; and consumer advertising, 
primarily through newspapers, maga- 
zines, and television. Some advertising 
in professional publications of medical, 
dental, dietetic, and nursing groups 
stresses the nutritional and therapeutic 
values of citrus products. Merchandis- 
ing representatives call on larger retail 
food outlets to assist with demonstra- 
tions and displays. The Commission 
also supports some research, primarily 
into the processing of citrus fruits and 
problems related to decay of fruit. 

The Washington State Apple Com- 
mission, established by statute in 1937, 
is financed by an assessment of about 
3 cents the packed box of fruit. Adver- 
tising is directed to consumers and 
distributors. The newspapers are used 
most. Through efforts of a field staff, 
the Commission tries to encourage the 
stores to adopt new merchandising 
ideas and otherwise to promote sales. 
Work with jobbers and wholesalers is 
undertaken. Studies are made of con- 
tainers and packing and other handling 
methods. 

THESE CITRUS AND APPLE examples 
clearly emphasize that advertising does 
not stand alone, but needs a well- 
organized program of quality control 
and improvement, and research and 
personal work in the markets to work 
toward the goal of creating effective 
interest in a product. 

The various methods need to be 
tailored to the job at hand. A continu- 
ing evaluation of their effectiveness is a 
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first requirement. If advertising and 
related activities appear to have 
reasonable possibilities of assisting in 
doing a good sales job, competitive 
conditions may well dictate that it be 
used. Each product constitutes an 
individual case and requires individual 
study and decision as to whether 
advertising can be helpful. {Kelsey B. 
Gardner, Neil H. Borden.) 

Ways in Which 
Technicians 
Help 

Of the many types of technical as- 
sistance needed in farm marketing, 
one of the most important is in pre- 
paring products for market. Inefficient 
ways of doing that reduce the returns 
to the producers and increase the cost 
to the buyer. 

Long before the marketing man 
takes over, many hands have guided 
the sales destiny of a commodity. 

Even before a seed is planted or a 
hatching egg is set, technical assistance 
has played the important part of ad- 
vising on specifications for market- 
ability which, if met in the final 
product, will assure that it will enjoy 
greater acceptability and be sold to 
the advantage of the grower. 

Breeders of plants and animals work 
toward the traditional goals of higher 
production and ultimate salability. 

A CIGAR furnishes an example. To 
appeal to the smoker, the wrapper 
tobacco must be finely veined and 
have a pleasing luster. The filler and 
binder tobaccos must burn well and 
have pleasant aroma and taste. Each 
of these three component types of 
tobacco is essential to make a cigar 
brand successful. Each type has been 
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selectively bred with an eye toward its 
special use and marketability. 

The commercial success of a brand 
of cigar is further influenced by the 
quality and appearance of the ash. 
That, in turn, is affected by fertiliza- 
tion—too much or too little of a single 
nutrient can be detrimental to the 
color of the ash and the flavor of the 
smoke. Technical assistance enters 
here, too, afier analyzing smokers' 
demands, by passing along informa- 
tion helpful in formulating the plant 
fertilizers that have a part in produc- 
ing the best possible cigar. 

Pulling tobacco too green, letting it 
get overripe, or rough handling in the 
field are careless harvesting practices 
that technical assistance has done 
much to overcome. 

Losses have also been cut down 
through the application of proper 
methods of curing tobacco. Among the 
difficulties involved are barn designs, 
types of curers, heat control, fire pre- 
vention, and efficient use of labor. 

The cured tobacco must be handled 
several times before it is ready for 
market. It must be transported to the 
packhouse, "cribbed" or piled in lots, 
recribbed from time to time to insure 
proper aging, placed in a conditioning 
room to bring it into "order," sorted 
into grades, stacked under weights to 
prevent deterioration and to improve 
its appearance, and loaded and carried 
to market. The manner in which each 
process is done largely determines the 
market quality of tobacco. 

THE GREAT expansion of poultry 
production was paced by development 
of marketing facilities. In some of to- 
day's great poultry centers there was 
originally only a nucleus of producers 
to justify central marketing facilities; 
the existence of a satisfactory market 
stimulated the growth of production 
plants. The effects of distance, time, 
and temperature on perishability had 
to be overcome. How does one set 
down one case of eggs in a distant city 
with quality equal to another case 
produced 50 miles from the market? 
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Or, how place in a distant city's stores 
a package of poultry, ready to cook, 
as fresh as the locally produced and 
dressed birds? 

Within the walls of a modern egg 
plant there must be an artificial cli- 
mate to safeguard quality. Architects 
and air-conditioning contractors must 
be instructed in the specifications to 
achieve that end by men who know 
what an egg can stand/Manufacturers 
of cartons are called in to design pack- 
ages that will help to sell eggs as well 
as carry them safely to market. They 
also install handling equipment to save 
manpower. Management sends grad- 
ing and inspection personnel to schools 
conducted jointly by industry service 
organizations and the technical men 
of farm schools and agricultural de- 
partments. These trained graders and 
inspectors carry back to producers in- 
formation and practices which help to 
assure delivery of better eggs. 

Good egg-marketing practices in- 
clude frequency of collection, climate- 
controlled egg rooms, sanitary clean- 
ing, and uniform sizing and packing. 
To deliver a dozen good eggs into a 
consumer's hands in 1925 required the 
production of 16 eggs; only 14 eggs at 
the farm level did the same job in 1954. 

Technological progress is revolu- 
tionizing the marketing of dressed 
poultry. The market-preparatory func- 
tions have been removed from cities to 
country points, where sanitary and 
efficient buildings and equipment and 
the latest methods of processing and 
merchandising enable operators to do 
a better, cleaner, and cheaper job. 

Poultry dressing moved forward as 
management applied the advices of 
technical specialists in grading, in- 
spection, packaging, sanitation, qual- 
ity control, refrigeration, mechanics, 
transportation,  and sales promotion. 

So confident of quality has the trade 
become that a chainstore company 
has offered for sale "unconditionally 
guaranteed ready-to-cook chicken," 
country dressed. 

Even the variety of chick is prede- 
termined because its feathering char- 

acters are related to efilcient dressing, 
and skin color is a scientifically decided 
sales point. The retailing organization 
wrote the specifications: Uniform size, 
semiscald dressing, official inspection, 
immediate evisceration and refrigera- 
tion, and fast delivery to retail point. 
Technical assistance has shown grower 
and dresser just how these require- 
ments can be met and how a market 
can be assured. 

Proper layout and planned facilities 
in the larger wholesale market places 
are major prerequisites for efficiency. 
Even when design and equipment are 
good, poor management will further 
reduce efficiency. In many markets, 
especially the older ones, lack of proper 
equipment or use of outmoded equip- 
ment has greatly handicapped eco- 
nomical and efficient marketing. 

Few city markets are built or reno- 
vated as often as once in a generation. 
Local people usually therefore lack 
the knowledge to develop new market 
facilities or to bring established mar- 
kets up-to-date. 

Here is a great opportunity for 
technical assistance. An impetus to 
progress has been the work of the 
Department of Agriculture and State 
departments of agriculture in guiding 
the development of terminal markets 
in large cities and in many secondary 
markets. 

Examples of successful wholesale 
market development are those in Bos- 
ton, Hartford, Conn., Columbia, S. C, 
and Atlanta. A good example of a re- 
tail farmers' market is the farmer- 
owned market at Trenton, N.J. It was 
built in 1948 following studies made 
by men of the Department of Agricul- 
ture and the New Jersey Division of 
Markets and the Extension Service, 
Its builders followed technical advice 
from producers, dealers, experienced 
farmer marketeers, and Federal and 
State agencies. 

The help, available to any area, con- 
sisted of determining the amount of 
land required, the proper location for 
the facilities, the most convenient lay- 
out, the amount of the parking space 
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needed, proper design and location 01 
market sheds, protection from the 
weather in winter and summer, and 
proper display facilities for sellers. 

. Technical assistance has been used 
for expanding outlets and moving sur- 
pluses. An example is the extension 
food marketing program in the North- 
east. It is a joint program of the exten- 
sion services of State colleges of agri- 
culture and home economics of New 
York, New Jersey, and Connecticut. 
Cooperating agencies include the State 
departments of agriculture in the three 
States, the New York City Department 
of Markets, and the United States De- 
partment of Agriculture. The informa- 
tion is developed in the metropolitan 
area office and disseminated through 
a weekly news letter to the trade, re- 
leases to food editors, scripts prepared 
for radio and television programs, and 
material for home demonstration 
agents. The material deals with the 
foods that are in plentiful supply. 

The State Department of Agricul- 
ture of New Jersey publishes a weekly 
bulletin, called Auction News. It con- 
tains facts on vegetable supplies and 
prices at the shipping-point auction 
markets, and features the supplies in 
the immediate future. The mailing list 
is made up almost exclusively of whole- 
sale buyers in the Northeast. 

An outstanding contribution to the 
retailer of fresh foods has been the de- 
velopment of refrigerated showcases. 
Much of the research was carried on by 
makers of refrigeration equipment. 
Help has been given by representatives 
of departments of agriculture, who 
conducted tests of food conservation 
in stores and gave assistance to correct 
existing conditions by the installation 
of proper equipment. Employees of the 
Department of Agriculture have helped 
plan new types of checkout counters, 
wheel-type gravity conveyors, hand 
trucks, better methods of price mark- 
ing, and display shelves of improved 
design. 

In conducting special work with the 
ginning industry, cotton-marketing 
specialists of the North Carolina De- 
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partment of Agriculture made hun- 
dreds of visits each year to more than 
400 cooperating gins. They organized 
county groups of ginners, worked with 
cotton committees of farmers' organi- 
zations, and cooperated with the Ex- 
tension Service and other agencies and 
individuals in carrying out a statewide 
program of improvement of the gins. 
They made many visits to cotton mills 
and members of the cotton trade to 
assist them in obtaining the particular 
qualities of cotton desired. Evidence of 
accomplishment in the work is shown 
in figures of the trend in North Caro- 
lina in the rough preparation of cotton, 
which amounted to 16.4 percent in 
1946. The percentage dropped to 5.8 
percent in 1949 and 3.6 percent in 
1950. During the period the grade 
index of cotton produced in North 
Carolina rose from 89.3 to 93.7. 

A fiber-testing laboratory was estab- 
lished in North Carolina in 1951. Its 
special activities include using labora- 
tory test results in initial marketing 
and segregation of cottons for specific 
end uses; interpreting trade and mill 
terminology for producers, ginners, 
and initial buyers; interpreting and 
evaluating mill requirements; assem- 
bling and tabulating data with respect 
to production factors in the areas 
selected for fiber studies; and estab- 
lishing correlation between production 
factors, gin processing, and fiber prop- 
erties. 

The application of technical assist- 
ance in a special program for safe- 
guarding or improving dairy products 
in Wisconsin resulted in worthwhile 
accomplishments for both producers 
and consumers. Studies were first 
made of all factors that affect the 
quality of milk. The findings were used 
for the guidance of milk producers and 
plant operators. 

Technical aid was aimed at correct- 
ing some of the difficulties in making 
cheese. Quality checks were made of 
the milk delivered to the plants to 
determine the causes of low quality, 
whether from indifferent handling on 
the farm and in hauling, or from more 
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fundamental factors relating to dairy- 
herds or feeding. Advice also was given 
on various phases of manufacturing, 
materials used, control conditions ex- 
ercised, and quality characteristics at 
different stages. The output of one 
cooperating factory rose from a low 
percentage of highest quality to 71 
percent of highest quality. 

Worthwhile results also were real- 
ized in dairy improvement work begun 
in 1949 in Crawford County, Wis. 
Technical aid to milk producers and 
plant operators brought about some 
significant changes in practices used in 
this county. By testing the milk de- 
livered to the plants it was possible to 
show quality problems resulting from 
improper handling. 

Before the work began, there were no 
covered milk trucks or enclosed vans 
in Crawford County. Two were put 
into use in 1949, and 26 in 1950. By 
1951 all milk trucks in the area were 
enclosed. Many milk houses and new 
or improved barns were built. The sig- 
nificance of these evidences of im- 
provement in handling methods is ver- 
ified by the trend in milk rejections, 
which were 8.2 percent in 1949, 6.4 
percent in 1950, and 3.9 percent in 
1951. (Warren W. Oley, John A, Win- 

field,) 

Improvements 
Through 
Education 

The Cooperative Extension Service 
at the colleges of agriculture and home 
economics in early 1954 had about 300 
marketing specialists. Some were 
trained in the marketing of particular 
commodities. Others were trained in 
the construction and operation of 
market facilities and services. A few 
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worked intensively on problems of 
retailing. Others worked on informa- 
tional programs aimed to help con- 
sumers buy wisely. Some 5,600 county 
extension agents help specialists to 
disseminate knowledge to producers, 
shippers, processors, wholesalers, re- 
tailers, and homemakers. 

Resident teachers in colleges and 
universities provide instruction in 
marketing. The courses have be- 
come more specific and more practical 
as the results of research have become 
available. Helpful also are teachers in 
vocational schools and technologists, 
economists, and the teachers in trade 
organizations, who work with both 
their own members and their clients. 

More and more educational work in 
marketing is accomplished through 
discussion groups and forums in many 
communities and through the contri- 
butions of local discussion leaders. 
Educational programs initiated by 
extension workers are developed with 
the aid and advice of farmers, their 
cooperative associations, representa- 
tives of the trade, and homemakers. 
A few examples are given. 

When research demonstrated the 
suitable size and kind of package for 
selling apples at retail, marketing 
specialists in New York saw the need 
to get the information to producers, 
packers, the manufacturers, inspection 
services, retailers, and consumers. Pro- 
ducers and packers needed to know 
the size and quality of apples most 
suitable to this method of merchandis- 
ing, the kind and size of container, and 
what equipment and organization in 
the packinghouse would be most 
efficient. Retailers needed to be shown 
how research indicated apples could be 
handled, displayed, and merchandised 
more effectively! Consumers wanted to 
know why the method of merchandis- 
ing was changed, and the advantages 
of the new system. This change in 
methods of marketing called also for 
some change in State regulations with 
respect to display, grade, and kind and 
size of package. Many people reached 
by the first demonstrations helped to 
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pass the information on to others. 
Within 2 years the new practices were 
in use by thousands of foods tores. 

In Minnesota, egg and poultry 
marketing winter institutes bring poul- 
trymen, hatcherymen, wholesalers, re- 
tailers, and other interests together. 
They include demonstrations, lectures, 
and exhibits to show the changes in 
marketing and consumption, merchan- 
dising and cutting of poultry meat, 
selection of high-quality eggs, mainte- 
nance of quality, and marketing costs 
and spread. This educational program 
has led to quality improvement and to 
better prices for local eggs in relation 
to eggs from other areas of production. 
The attendance at the institutes is 65 
to 500. 

Some marketing problems are re- 
gional in nature, and an educational 
program must reach producers and 
handlers in several States. The regional 
hard red winter wheat marketing 
program is an example. The unusual 
demand for wheat during the Second 
World War resulted in a deterioration 
in kind, quality, and grade. At the end 
of the war, millers found it difficult to 
obtain a suitable quality of hard red 
winter wheat with high protein and 
gluten content. An educational pro- 
gram, developed with the millers and 
the producers, and with premiums 
paid for the desired qualities, resulted 
in an increase of 60 to 95 percent in the 
preferred varieties in 3 years. This 
accomplishment in the Oklahoma- 
Texas area highlighted the need to 
expand the work to include seven 
States in the Colorado-Texas area and 
to develop a continuing program of 
information adjusted to changing con- 
ditions in the market and on the farms 
and ranches. The program in 1952 
included grain-grading schools, at- 
tended by about 2,400 representatives 
of the buying trade; State marketing 
institutes, which emphasized wheat- 
kernel analysis; and a rather extensive 
State and county program in the 
proper use of insecticides on the farms 
and in country elevators to control 
damage by insects and rodents. 

Large cooperative marketing and 
purchasing organizations employ ex- 
perts in several fields to advise them on 
business-management problems. It is 
the small cooperatives, and also small 
private business, that call for and need 
the counsel and guidance of the mar- 
keting specialist. Cooperatives are one 
of the important channels through 
which farmers can put to immediate 
use new ideas and better methods of 
marketing. Educational work is car- 
ried on with thousands of business 
enterprises engaged in marketing farm 
products. 

Improved marketing of broilers has 
resulted from the live poultry auction 
recently started in Delaware. Market- 
ing specialists helped plan, set up, and 
operate this unique method of selling 
poultry. All the sales are made from 
listings posted at the auction by 
growers. Previous to auction day, the 
poultry is inspected on the farms by 
the buyers. Actual bidding takes place 
Monday through Friday at the auction 
market. Higher prices to growers, 
the faster movement of broilers to 
market, and the development of an 
organization representing the interests 
of the poultry industry have resulted 
from their efforts. During one 21-week 
period, 17 million birds, or 56 percent 
of all broilers sold in Delaware during 
the period, were marketed through the 
auction. Prices to producers averaged 
1.2 cents per pound higher than for 
broilers sold elsewhere. 

Several agencies have recognized a 
need primarily among independent 
retailers for training in the care and 
handling of perishable food products. 
Training courses have been conducted 
in a number of States by extension 
workers. Some have conducted classes 
in retail stores, as in Florida. Others 
use mobile classrooms, as in Indiana, 
and others use the facilities made 
available by the trade. 

State colleges in New England con- 
duct this work on a regional basis, 
with a specialist coordinating the pro- 
gram in several States. Trade associa- 
tions   conduct   similar   programs   in 
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many parts of the country, with con- 
centrated attention on the products of 
special interest to the association. 
These programs are based on informa- 
tion from a variety of sources, includ- 
ing the results of research from the 
colleges and the Department. 

Another objective of education for 
retailers is to improve efficiency by 
training in a variety of managerial 
functions. Michigan State College, 
New York University, Indiana Uni- 
versity, and the University of Chicago 
have conducted courses in manage- 
ment of retail stores, with the assistance 
of retail trade associations. Many high 
schools and colleges, encouraged and 
assisted by the George-Barden Act of 
1946, conduct instruction for retailers. 

Extension specialists take this type 
of training to the retailers in their own 
communities. Retailers in Indiana 
have enthusiastically received training 
in store management and economic 
outlook offered by the Indiana Exten- 
sion Service at Purdue University. 

Possible accomplishments of this type 
of education also are illustrated by 
experience in Illinois, where the exten- 
sion specialist is in demand by retailer 
groups to help with store facilities, 
efficient store organization, labor man- 
agement, and similar problems. 

Extension specialists in marketing 
and county agents have a responsibility 
in assembling and interpreting eco- 
nomic information and presenting it 
so that farmers and others can make 
informed decisions. 

Many illustrations are available of 
the information provided producers 
and handlers of many products. Mar- 
keting information from several studies 
served as a guide for Wisconsin farmers 
in deciding the level to which potatoes 
should be graded for highest net re- 
turns. Producers thus were able to 
make more profitable marketing deci- 
sions. Extension specialists in Illinois 
and in other Central States periodi- 
cally distribute letters that present in- 
formation essential to livestock feeders 
in developing their grain and livestock 
marketing plans. 
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Extension workers in vegetable and 
fruit producing areas inform producers 
of changing demands for their prod- 
ucts and cooperate with the inspection 
service in conducting schools on grad- 
ing and packing. Poultry producers 
are informed of market conditions and 
instructed in control and maintenance 
of quality. There is scarcely a com- 
modity group that does not receive 
marketing information from extension 
workers. 

HIGH COSTS OF FOOD have given rise 
to requests from consumers for educa- 
tional work. The Extension Service 
program of consumer education in 
food marketing helps millions of food 
shoppers to get better food value from 
the money spent. It also helps to move 
farm products at the peak of supply. 
Through discussion and study con- 
sumers get a better understanding of 
the marketing system. 

Interest of homemakers during the 
Second World War centered around 
^programs that helped them to judge 
the available goods. 

Educational programs in relation to 
food selection included promotion and 
demonstration of the use of the lesser 
known foods, home care of food, and 
nutritive value of food. Interest of city 
dwellers in such a program was keen, 
and effort was made to maintain the 
educational phases of the food conser- 
vation programs after the need for 
national conservation was over. 

The Research and Marketing Act of 
1946 provided a way to bring to many 
interested city families more of the 
market information they were request- 
ing. Localizing such information is 
important in establishing a program 
that provides sound information as to 
the source and availability of food. 
Twenty-five States and Puerto Rico 
carried on an extension program in 
food marketing with consumers in 
1954. Marketing tours, producer-re- 
tailer forums, and other forms of 
teaching devices were used. 

One of the most important educa- 
tional   developments   in   relation   to 
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marketing has been the recognition 
that knowledge from many sources and 
training in many special fields have to 
be combined to provide the basis for 
sound educational programs. There 
must be understanding of the com- 
modity itself, how it is produced, its 
food value, how it should be handled, 
and how it will be used. The economic 
facts that affect the production, the 
way in which products are distributed, 
and how they are offered for sale must 
be part of a marketing program. What 
the ultimate .consumer wants and will 
pay for, how the product may be 
stored at home, what new or varied 
uses may be made of products in sup- 
ply are also part of the program. 

EFFECTIVE education in the field of 
marketing is then a cooperative ven- 
ture. In addition to marketing spe- 
cialists, other specialists in agriculture, 
in home economics, and in education 
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can all make valuable contributions. 
Those who know or have access to 
overall facts and situations and those 
who know local conditions, prefer- 
ences, and customs are needed. Those 
who are known by and have the con- 
fidence of farmers, the trade, and 
families who purchase must all con- 
tribute if a marketing program is to be 
effective. It is not a one-man or one- 
woman job. When effective, it is the 
work of many skilled teachers who can 
work with producers, handlers, and 
consumers to the end that each of 
these persons has a general under- 
standing of the interrelationships in the 
marketing process and specific know- 
ledge of how his own decision or action 
will contribute to better marketing. 

Improvements in marketing come 
through the interpretation and appli- 
cation of the research. Education must 
follow research promptly and be con- 
tinuing. (M. C. Bond, Frances Scudder.) 

APPROXIMATE LOCATION OF FROZEN FOOD PROCESSING PLANTS IN THE 
UNITED STATES IN 1952 
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We Who Eat 

oGGKing consumers' favor, 

expressed through their purchases, is a major activity of 

marketing. If consumers do not buy the end product it is 

fruitless for farmers to produce the raw material from 

which it is made—or for the processor to manufacture 

and package it. Producers, processors, and manufactur- 

ers have come to appreciate more and more the impor- 

tance of knowing what consumers want—what products 

they desire, how and in what sizes products should be 

packaged, and what services will give the most satisfac- 

tion. Americans mostly are well fed from a nutritional 
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point of view. But they could make better food selec- 

tions, and the food offered could be of higher nutritive 

quality. To raise the sights of consumers and make pos- 

sible still better living is a challenge to marketing. When 

asked about preferences, consumers seldom mention 

safety and wholesomeness—now they take for granted 

the efforts of the food trade and regulatory agencies to 

protect food. Indeed, the American public has the best 

and safest food in its history. 

Food 
for 
Families 

Most Americans live as members of 
one or another of the 40-million-odd 
families in the United States. Food, 
textiles, and other items are bought 
mostly for the use of the family group. 
Plans for saving or investing in house- 
hold goods of longtime usefulness are 
made largely on a family basis. Most 
marketing is for families. The family 
buyer is the ultimate customer. 

Two-person families are the most nu- 
merous among the groups that make 
up the market. They alone account for 
nearly one-third of all families. Eighty 
percent of them are families of hus- 
band and wife and no others. Families 
of three persons are one-fourth of the 
total. 

Small families want small packages, 
sometimes even smaller than the mar- 
ket provides. Small families have also 
found useful the prepared dishes and 
mixes   that  incorporate   the  seldom- 
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used ingredients that are hard to keep 
on hand. 

Many of the two-person families are 
older couples. In the early 1950^, in 5 
of 10 couples in this country the hus- 
band was 55 years of age or older; in 2 
out of 10 he was 65 or older. These 
groups make special demands on the 
market. Many want easily prepared 
foods. Here, also, is a group with differ- 
ent food needs, either because they need 
less food as they become less active or 
because of diets prescribed for illness. 

To market wholly for small families 
would be to fail to meet the needs of 
households that must operate on a 
larger scale. The distribution of fam- 
ilies by size in 1950 shows the place of 
larger families in the national market: 
Two persons, 33 percent; three per- 
sons, 25 percent; four persons, 21 per- 
cent; five or more persons, 21 percent. 

The continuing long-term trend 
toward smaller families and the in- 
creased birthrate of recent years may 
seem like a contradiction. It is ex- 
plained if we keep in mind the other 
shifts that have taken place. Many 
young people have found jobs and 
have established their own households. 
Aunts and uncles have married or set 
up their own bachelor quarters. Older 
couples are both more numerous and 
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more likely to live in separate house- 
holds. So the average private house- 
hold now numbers 3 to 4 persons, 
compared with nearly 5 in 1890. In 
parallel, the number of households 
has increased more than the popula- 
tion. 

Working wives may make special 
demands on the market. One married 
woman out of every four has paid em- 
ployment outside the home. These 
women have, in effect, two jobs. They 
cannot go to market during working 
hours. In many families the men or 
older children do the shopping. The 
time that employed homemakers can 
spend at home to prepare food is 
limited. They like foods that can be 
prepared quickly. 

On a nationwide basis, a large share 
of the market is urban. Of every 100 
families, 65 live in urban places; 36 
live in cities of 50,000 or more. Farm 
families number 14 out of every 100; 
rural nonfarm families, 21 out of every 
100, The small family and working 
wives are most frequent in cities, and 
marketing in the parts of the country 
that are dominated by large cities is 
most influenced by their needs. 

Fastest growing has been the rural 
nonfarm and suburban market, which 
has different characteristics in different 
parts of the country. In some places 
settlements have reached far out into 
the country. In others many rural 
people still live a distance from mar- 
kets. Their needs are less well known 
than are those of city people. 

The market analyst thinks in terms 
of his own market, here and now. But 
he also looks ahead and asks whether 
the small household, the working wife, 
and the growth of country living are 
trends that are likely to continue. He 
knows that the small household and 
the working wife are closely related to 
the overall economic situation. Ap- 
parently if they have the incomes to 
support separate households, different 
generations prefer to live apart. It also 
seems to be true that if they can find 
jobs, many married women are likely 
to work outside the home. 
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PEOPLE IN THIS COUNTRY depend on 
the market for the largest share of their 
food, clothing, and other goods. Farm 
families produce some of their own 
food, and homemakers still perform at 
home some services that they could 
buy on the market. But purchased food 
and services have become more im- 
portant, and many consumer goods 
are available only on the market. One 
hears occasionally of families that try 
to escape from the market by enlarged 
home production and home processing. 
But they are exceptions; the trend is 
toward a greater dependence on the . 
market. 

To serve the largest numbers of 
families, marketing must take into 
account the many families with mod- 
erate incomes—particularly in the 
marketing of food, which takes a large 
share of the budgets of people with 
medium and low incomes. Four out of 
10 families have cash incomes of less 
than 3,000 dollars. The middle-income 
family has 3,700 dollars to cover taxes 
and living expenses. The middle third 
of the income range extends from about 
2,600 dollars to 4,400 dollars, ac- 
cording to reports from the Bureau of 
the Census. Those sums must cover all 
the family outlays—for food, housing, 
clothing, newspapers, medical care, 
automobiles, taxes, savings, insurance, 
and many more. 

The division of the consumer's dollar 
shows the way the market is divided 
among different groups of goods. In 
the average budget of urban wage- 
earner families, food takes about as 
much of every dollar as do housing 
expenses, like rent or the costs of home 
ownership, furniture, heat, light, and 
household supplies. Clothing for an 
average city worker's family budget 
takes only 10 cents of every dollar 
spent for living; that is less than the 
sums spent for transportation, which 
includes the family automobile. 

This division of the dollar differs 
among groups. For example, food 
takes a smaller share of each dollar at 
upper income levels. The proportion in 
which the consumer's dollar is shared 
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among different kinds of goods also 
changes over the years, but changes 
arc slight and come slowly. The share 
for food has increased somewhat since 
the Second World War, in part be- 
cause of the cost of added processing 
and restaurant services. The clothing 
dollar has shrunk slightly, giving way 
to the popularity of automobiles 
and durable household equipment. 

Changes in the level of incomes and 
price relationships also affect the divi- 
sion of the consumers dollar. Even 
though this division of family expendi- 
tures does not change rapidly, small 
shifts represent large sums of purchas- 
ing power and are watched closely by 
those responsible for marketing. 

The division of the food dollar also 
changes little. Figures for dates before 
1942 that can be compared precisely 
with those in the table are not avail- 
able. But earlier studies of food con- 
sumption show that the order of impor- 
tance of different kinds of food in the 
family food budget has not changed. 
Meat, poultry, and fish have repeat- 
edly ranked first; fruits and vegetables, 
second; and the milk and flour cereals 
groups, third and fourth, respectively. 

CONSIDERING THE OVERALL CHANGES 
in eating habits that have taken place, 
the differences over the country in 
tastes, and the great variety of foods 
offered to an even greater variety of 
families, it may seem surprising that 
this division of the food dollar is so 
constant. To understand it, we need 
to keep in mind the limits within which 
the household food buyer operates. 

Food is purchased to fit family meal 
patterns. No matter how appealing 
the package or how novel the product, 
the housewife must buy for breakfast 
and dinner and, less regularly, for 
lunch or the lunch box. So she goes to 
market for meat or a substitute main 
dish, vegetables, beverage, bread and 
cereals, and dessert, but never simply 
for "food." The pattern of what makes 
an acceptable breakfast or dinner, 
moreover, is largely a matter of habit. 
It may change, but not rapidly. It 
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differs among groups but not so much 
as it used to. 

More of the food dollar of the low- 
income than that of the higher income 
families, for example, is customarily 
spent for bread and cereal foods. That 
is not surprising, since breads and ce- 
reals are the cheaper foods. The share 
spent for meat—although not the total 
amount spent—does not differ among 
income classes. Smaller shares and 
smaller amounts are spent by the low- 
income families for fruits and vege- 
tables and milk products. 

The consumer's food dollar in differ- 
ent cities shows the effect of regional 
food habits. In Birmingham, Ala., 
flour, cereals, and bakery products 
take a larger share of the food dollar 
than in Minneapolis-St. Paul, San 
Francisco, and Buffalo. (The compar- 
ative level of incomes is one explana- 
tion.) Moreover, the southern custom 
of serving hot breads means that more 
of the consumer's food dollar is spent 
for flour there than in other parts of 
the country. Minneapolis and St. Paul 
families emphasize milk products, in- 
fluenced no doubt by the dairy section 
in which they live. Families in San 
Francisco spend a large share of their 
food dollar for fruits and vegetables. 

WHAT DO consumers want? We are 
all consumers, and we all think we 
know what we want. Yet few questions 
in marketing are harder to answer. It 
is an important question; practical de- 
cisions for farmers rest on its answer. 
Is it worth the extra cost, for example, 
to produce a more attractive but 
costly variety, or to take the steps nec- 
essary to insure that foods reach con- 
sumers in top-quality form? In other 
words, do consumers "prefer" certain 
foods enough to pay more for them? 

One way—an expensive way—to 
find out what consumers want is to try 
to sell something to them. If a product 
is not a success, it is obviously not what 
consumers want. 

Marketing research has worked out 
various ways of learning what con- 
sumers want. We can ask consumers, 



DIVISION OF THE FAMILY FOOD DOLLAR 

1()48 {spring) urban 
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(spring) Si. OOO SJ, 000 
Food group                                            urban All to lo 

U. S. incomes $J, ooo % 000 

Pcrcaii Prrcr.nl Percent Percent 

Meat, poultry, fish              27. 2 29. 5 29. 4 28. 9 

Fruits and vegetables              20. 8 17. 4 16. 2 16. 7 

Fresh fruit                6. 2 5. 4 4. 7 5. 3 

Fresh vegetables                7. 2 6. 4 6. 1 jj. 9 

Canned, frozen, dried fruits and vegeta- 
bles                 7. 4 -j. 6 5. 4 5.5 

Milk, cream, cheese, ice cream               14. 8 15. 8 15. o 16. 3 

Flour, cereals, and bakery products              11. 5 TO. 3 12. 4 10. 4 

Flour, cereals                2.6 3. o 4.5 2.8 

Bakery products                8. 9 7. 3 7.9 7. (5 

Fats and oils (including butter)                7. 3 6. 8 7. 6 6. 7 

Cggs                6. 4 4.4 4. G 4.4 

Sugar and sweets -               2. 8 3. 2 3. 4 3. 3 

Potatoes                2.5 1.9 2.2 2. o 

Miscellaneous    (beverages,    prepared   and 
partially   prepared   dishes,   nuts,   soups, 
condiments)               6. 7 10.7 9. 2 11. 1 

Total            roo. o 100. o 100. o 100. o 

Source: USDA Misc. Pub. 550 and 1948 Food Consumption Surveys, Preliminary Reports 
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or observe their behavior in specially 
designed experiments, or arrange for 
them to try out products ■ in their 
homes. We can also try out new prod- 
ucts in laboratories. Marketing de- 
cisions are based more and more on 
those methods in place of the wasteful 
trial and error of offering new com- 
modities untested. 

When homemakers are asked what 
they want, several points are found in 
their replies. Some admit that they do 
not know what they want or why they 
made the choice they did. More nu- 
merous are those who reply that their 
choices are mostly on the basis of 
habit—significant replies because it is 
apparent that consumers could not 
survive the complications of the mod- ' 
ern market place if they did not have 
habits to guide them. If every purchase 
were based on conscious weighing of 
alternatives, spending the family in- 
come might take even more time and 
effort than earning it. 

The expressed reasons for the selec- 
tions made by buyers usually can be 
boiled down to three general points— 
quality, price, and convenience. These 
are not new ideas, although the great 
emphasis put on convenience—saving 
time and labor—is a recent develop- 
ment. The three attributes are not 
easily defined: Much of the history of 
buying and selling, its laws and cus- 
toms, can be summarized as the history 
of trying to define "good quality" and 
"fair price" to the satisfaction of both 
buyer and seller. 

THE HOMEMAKER uses exterior ap- 
pearance of food as her first clue to 
quality. Packaging, store displays, and 
some aspects of our grading systems 
emphasize the appearance of the 
product. Certainly the household buy- 
er will not select something that is 
unattractive. But it would be a mistake 
to assume that a product will win and 
keep a lasting place in the family food 
budget chiefly because it is attractive 
to look at. 

Buyers who are asked about quality 
reply mostly in terms of flavor and 
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cooking quality. Meat should be ten- 
der. Fruit should be ripe but not 
mushy. Potatoes after cooking should 
be soft but firm. Some vegetables 
should have proper cooking quality; 
others should hold crispness for eating 
raw. All foods should have good flavor 
when served. 

Such a list of wants should not be too 
difficult to satisfy. But in practice it is 
hard to identify in products as pro- 
duced the characteristics that will give 
the desired taste and quality on the 
table. Maintaining all the qualities 
throughout the long process from farm 
to table is no easier. 

Research on food quality contributes 
in a practical way to marketing. The 
qualities most important to consumers 
must be determined, defined, and 
identified. Then practicable methods of 
measuring the qualities must be de- 
vised. Then the various products and 
methods of marketing must be rated as 
to their success in providing the 
wanted qualities. Testing of foods in 
laboratories and home kitchens is a 
last step in the process, based on the 
qualities that the researcher has de- 
fined and using the tests that he has 
developed. 

Nutritive value has come to play a 
prominent part in the consumer's idea 
of quality. Earlier generations prized 
certain foods just because they were 
thought to be "good for you." Some of 
those old beliefs had some foundation 
in the science of nutrition. Others have 
been shown to be myth. 

Large numbers of homemakers now 
have or are seeking knowledge of 
nutrition on which to base their selec- 
tions of foods. When they are asked 
about their food choices, references to 
vitamins and minerals are frequent in 
their answers. Many are specific and 
accurate about the food value they are 
seeking. Some still have false ideas 
about the nutritive value of foods, of 
course. Exaggerated notions of health- 
giving properties of some foods are 
common. But the important point for 
marketing is that the consumers are 
nutrition-conscious. Attention to mar- 
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keting practices that protect nutritive 
value, testing all along the line to be 
sure that the values have been main- 
tained, and informing consumers spe- 
cifically of what has been done are 
likely to yield good returns in getting 
consumers to buy the products. 

Buyers apparently assume that the 
food offered for sale is safe and whole- 
some, for they seldom mention it when 
they are consulted about their prefer- 
ences. They seem to take for granted 
the efforts of the food trade and regu- 
latory agencies to protect food. If that 
were not so, safety would be high on 
the list of qualities wanted by consum- 
ers. It is a first essential in any com- 
plete listing of consumer needs. The 
fact that it is so seldom mentioned is a 
tribute to the success of the marketing 
system in providing safe food. 

Recognizing the wanted quality is 
the heart of the household buyers' 
problem. The apple pie made last week 
was exceptionally good. Can it be 
duplicated? Often it cannot be. The 
buyer may remember the color of the 
apple, but, unless she has exceptional 
knowledge of the cooking quality of 
different varieties and the season at 
which they are available, she may not 
remember the name or cannot find the 
variety that she is looking for. If the 
apples are packaged, they cannot be 
easily examined. If canned apples were 
used, identifying what is wanted is no 
easier. Many labels are not specific as 
to the variety, the proportion of solids 
and juice, or, if sirup is used, as to its 
sweetness. Even if she remembers the 
brand name, and can find that brand 
again, she is not sure of the same 
quality. Quality has been shown to 
vary among different cans of the same 
brand of the same kind of food. 

As we depend more and more on 
packaged and processed food, the 
household buyer has increasing prob- 
lems in identifying quality. Complete 
and meaningful information on labels 
becomes increasingly necessary. The 
household buyer needs to know a num- 
ber of things: The variety and the uses 
for which that variety is most useful; 

the content of the package—both as 
required by law and in additional 
terms that have meaning for meal 
planning—as cups, or half cups, and 
average servings; the content in liquid 
and solid for many foods; the ingre- 
dients used in mixtures; and quality, 
with a brief description of the elements 
considered in determining quality. 

How much and what kind of infor- 
mation on labels will best serve the 
needs of the household buyer is an 
open question. Grade labeling serves to 
combine several qualities in one desig- 
nation. But consumer grades do not 
serve the needs of household buyers 
unless accompanied by some guidance 
„as to the uses intended. For example. 
Grade A canned tomatoes are not 
necessarily and always "the best," if 
canned tomatoes are to be used for 
soups or stews. And grades cannot be 
expected to serve household buyers 
well if they put most emphasis on 
appearance, when cooking quality, 
flavor, and nutritive value are more 
important to most consumers. 

The influence of price on the house- 
hold buyer's decision to buy or not to 
buy a product is disputed. Ideas of how 
consumers think about prices range 
all the way from the belief that a buyer 
will search through many stores for the 
lowest price to the belief that she buys 
primarily on impulse. It has even been 
shown that some consumers, when a 
choice is offeredj select the more ex- 
pensive item because they assume that 
the higher price indicates better 
quality. Since people vary as much in 
their buying habits as in other re- 
spects, there doubtlessly are varied 
reactions to price. It is also probable 
that concern for price differs with the 
goods purchased, and that foods (be- 
cause purchases are small and fre- 
quent) are less subject to price 
comparisons at each purchase than 
are big items of household equipment. 

When consumers are asked about 
their preferences for specific foods, 
price does not rank high among the 
points listed. In market surveys of 
reasons   for   selecting   the   stores   in 
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Figures in percentages 

which they habitually buy, however, 
their judgment as to the general level 
of the stores' prices is mentioned al- 
most as often as their judgment as to 
the quality of food carried. Thus it 
cannot be said that buyers disregard 
price, even though they may not often 
mention it. 

Trends in the popularity of certain 
foods give further evidence of the im- 
portance of price to consumers. In- 
creased sales of margarine are proof of 
consumer selection of the cheaper 
item. The rapid adoption of frozen 
orange juice concentrate must be 
attributed partly to its favorable price 
in some seasons and markets, when 
compared with the price of an equiva- 
lent quantity of fresh fruit. Clearly, 
consumers want food to be priced as 
low as it can be, and marketing, from 
their point of view, is most successful 
when it continuously lowers the cost 
of food. 

Consumers seldom say that they 
want plenty of food on hand from 
which to select. Like safe food, abun- 
dant food is one of the advantages that 

consumers   in   this  country   take   for 
granted. 

CONVENIENCE is a major selling point 
in retail food markets. When home- 
makers are asked about the foods they 
prize, "easy to handle," "quick cook- 
ing," "time saving," and "convenient" 
are frequent in their replies. 

Reference to changes in ways of 
living shows why that is so. Families 
that include few adults other than the 
parents have fewer hands for prepar- 
ing food. Small families and small 
kitchens limit both the incentive and 
the possibilities for elaborate food 
preparation. Caring for large numbers 
of young children keeps homemakers 
too busy to undertake time-consuming- 
kitchen tasks. Domestic workers, never 
a part of the way of living of most 
families in the United States, are 
scarce. And as more women have 
taken jobs away from home, they have 
sought shortcuts in the work of home- 
making. 

Is there an element of fashion in the 
current  enthusiasm  for  saving  time 
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and effort? Some reasons for it have 
been listed. But it is also possible that 
the popularity of easier methods has 
outstripped these reasons and that 
there is an appeal in saving time and 
effort simply for the sake of saving it. 
Many years ago the term "conspicu- 
ous consumption" was used to sum up 
the ways people like to spend money, 
not for apparent value received but for 
the joy of display. It might be that the 
fetish of saving effort for the housewife 
has some element of the same pleasure. 
The immediate outlay is small, but the 
pleasure of using the easy way may be 
far more than proportionate to the 
actual time and energy saved. 

Seeking consumers' favor, expressed 
through their purchases, is a major 
activity of marketing. If consumers do 
not buy the end product it is fruitless 
for farmers to produce the raw ma- 
terial from which it is made—or for the 
processor to manufacture and package 
it. The total sum consumers spend for a 
group of agricultural products—food 
for example—is determined chiefly by 
the number of consumers, the amount 
of money they have to spend, and the 
pressures (some of them pressures of 
habit) to buy other kinds of goods and 
services. Even when a household buyer 
chooses among different kinds of food, 
the habits of fixed meal patterns limit 
her freedom of choice.. But the small 
changes in buying habits produce large 
shifts in purchasing power. Market 
competition for these sums and among 
foods that serve like purposes is tre- 
mendous. 

The pursuit of the consumer's favor 
is costly. More attractive packaging, 
better products, transportation that 
protects perishables, and added serv- 
ices result in increased marketing costs. 
Thus the end product costs consumers 
more and the spread between what the 
consumer pays and what the farmer 
receives for the raw material is larger. 

The success of products attractively 
packaged and easy to use shows that 
consumers want them. But we must 
remember that many of these successes 
came during a period of rising income 

when buyers were not inclined to 
question the extra pennies they paid 
for convenience. 

Most advantageous to consumers, 
and hence most certain of lasting favor, 
are ways of marketing that enhance 
products without adding to the retail 
price. Some processed and packaged 
foods can be transported and handled 
at enough saving in cost that they can 
be sold as cheaply as food that has not 
been packaged or processed. Finding 
more cost-saving ways of marketing 
foods is to the advantage of farmers, 
also. {Gertrude S. Weiss,) 

Our 
National 
Diet 

A high-level consumption of food 
means an abundance and variety of . 
foods in sanitary condition, of good 
nutritive value, of high table quality, 
and in a form that allows them to be 
made into varied meals with a mini- 
mum of preparation. 

Better marketing has been respon- 
sible for many changes that contribute 
to high-level consumption of food. 
But marketing alone cannot take ail 
the credit. Food is abundant today 
because our farms have become in- 
creasingly productive. We have also 
enjoyed economic conditions under 
which an increasing proportion of 
people have been able to have the 
kinds of foods they want. Average real 
income (income after adjustment for 
increases in price) is higher, and the 
benefits of increased incomes have es- 
pecially affected families at the lower 
end of the income distribution. And, 
finally, people are more generally 
aware of their need for a proper as- 
sortment of foods for good health. 
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OUR   NATIONAL   DIET 

Our national diet today can be de- 
scribed as the kind people choose when 
the supply of food is ample and they 
have the money to buy it. 

Each of us now eats more of the dairy 
products (except butter), eggs, poul- 
try, vegetables, and fruit, but fewer 
potatoes and grain products than 
people did at the beginning of the cen- 
tury. Consumption of meat is about 
the same as it was before the First 
World War. Consumption of fats and 
sugar is higher than in the early part 
of the century, although we eat less 
sugar than we did in the years between 
the wars. 

What do the changes mean in terms 
of nutrition? First, there has been a 
slight trend toward fewer calories per 
person. The increased consumption of 
some foods has been more than com- 
pensated, in calories, by smaller con- 
sumption of others, chiefly grain prod- 
ucts and potatoes. During the past 40 
or 50 years, we have had a shift in the 
kind of work people do, a movement 
of population from farms to cities, 
widespread use of many laborsaving 
devices in factories, on farms, and in 
homes, and an increasing proportion 
of elderly persons in our population. 
So the trend toward fewer calories is 
related to a lower average need for 
food energy. We also have become in- 
creasingly aware of the need to control 
body weight. 

The steady increase in the share of 
total calories in the national diet 
derived from fat is another trend. 

There has been a slight increase in 
grams of fat consumed per person, and 
because total calories are down, the 
percentage from fat has increased 
rather markedly in 40 years—from 
about 32 percent to 40 percent. At the 
same time the percentage of calories 
from protein has remained remarkably 
constant—around 11 percent. Whether 
the shift in the source of our calories— 
more from fat, less from carbohy- 
drate—is desirable nutritionally is 
questionable and merits further study. 

Largely because of our increased use 
of milk over the years, there have been 
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long-term increases in the calcium and 
riboflavin content of the national diet. 
The intake of vitamins A and C also 
has increased because of a greater use 
of leafy green and yellow vegetables 
and products, such as citrus fruit and 
tomatoes, that are rich in vitamin G. 
Supplies of iron and the B vitamins 
(thiamine and niacin) dropped from 
the early 1 goo's to the mid-1930^, and 
then increased as a result of the rise in 
the consumption of meat and the 
enrichment of white bread and flour. 

Nutritionists welcomed the increases, 
particularly of calcium and the vita- 
mins, because those nutrients often 
were lower than desirable in diets of 
many people. Actual dietary deficiency 
diseases, however, are rare in this coun- 
try today. Rickets and scurvy in chil- 
dren have practically disappeared now 
that either vitamin D milk (or some 
other source of vitamin D) and orange 
or tomato juice are given infants and 
children every day. Reported deaths 
from pellagra, once common in the 
South and now known to be due to a 
deficiency of an amino acid and a vita- 
min, have declined markedly. 

Beginning in 1941, the bakers have 
added small amounts of iron, thiamine, 
and niacin to their bread formulas. 
Latcrriboflavinwas added, the amounts 
of other added nutrients were raised, 
and in 1943, by order of the War Food 
Administration, all white bakery bread 
and rolls were enriched. The enrich- 
ment of commercial white bread has 
been made mandatory since the war 
in 26 States. Much of the family flour 
on the market is also enriched. Diets of 
city families in 1948 were estimated to 
have been 12 percent higher in iron, 
16 percent in thiamine, 3 percent in 
riboflavin, and 13 percent higher in 
niacin than they would have been 
without the enrichment of bread and 
flour. 

Cereals, rice, and corn meal and 
grits are sometimes enriched by the 
addition of one or more of the nutri- 
ents that arc added to bread and flour. 
Vitamin A is added to nearly all mar- 
garine. Vitamin D is added to some of 
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the fluid milk and to all of the evapo- 
rated milk. Much of the table salt 
used in homes is now iodized. 

Some of the additions (to cereals) 
have been made because important 
nutrients were destroyed or removed 
in processing. Because foods must be 
treated so that they will not spoil dur- 
ing storage and shipment, some sub- 
stances that might be beneficial are 
removed in order to provide safe prod- 
ucts for the kitchen. The primary 
purpose of most processing is to destroy 
the micro-organisms and enzymes that 
hasten spoilage. During processing— 
in canning, for example—some losses 
of nutrients seem inevitable. 

improvements in canning since the 
nineteenth century makes products that 
probably retain more of the original 
nutritive values than formerly. Better 
processing also lessens changes in fla- 
vor, makes products more acceptable, 
and means that many foods can now be 
had the year around, with consequent 
reduction in the seasonality of the 
nutritive content of diets. 

Better facilities for storage, shipping, 
and display of fresh and processed 
products, better refrigeration in rail- 
way cars, trucks, in wholesale and 
retail establishments, and homes have 
enhanced the table quality and vari- 
ety of foods eaten. A varied diet is 
more likely to provide good nutrition 
than a limited one. Foods harvested 
and marketed to retain the highest pro- 
portion of nutrients probably have the 
most desired qualities—freshness and 
crispness in vegetables and full flavor 
and ripeness in fruits, for example. 

Increases in table quality, as distin- 
guished from nutritive value, are diffi- 
cult to measure. What was thought 
to be good quality years ago may not 
be so considered today, because our 
standards have changed. Most experts 
in the quality testing of foods agree 
that there has been improvement over 
the years in domestic cheeses, canned 
and processed meats, canned and fro- 
zen fruits and vegetables, shortening 
agents, bakery cakes, pies, and cookies. 
Canned  foods   taste   better   and   are 
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improved in sanitary quality. Milk 
has a lower bacteria count and a more 
uniform and delicate flavor. Eggs, 
graded and handled more scientifi- 
cally, arrive in most city kitchens in 
better  quality  than  formerly. 

At the beginning of the twentieth 
century, food preparation required 
much time, effort, and skill on the part 
of the housewife. Soup, baked goods, 
baby foods—to name a few—were 
among foods that were almost always 
made at home. By midcentury the 
picture had changed considerably. The 
changes have had the effect of trans- 
ferring to the processor or distributor 
tasks that used to be performed in the 
kitchen. Most mothers now buy special 
baby foods; consumption in 1952 was 
51 pounds per child under 3 years of 
age, or enough for each child to have 
2¾ ounces a day. 

Commercially canned foods of all 
kinds are used much more extensively 
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now by all groups of families. Per 
capita use of canned products in- 
creased threefold between 1914-1916 
and 1950-1952. They and frozen prod- 
ucts take about 10 percent of the 
average food budget of urban families. 
They save time in kitchen preparation, 
as do mixes and ready-for-the-oven 
and commercially prepared bread, 
rolls, cake, and pies. Besides, the cook 
saves time in the washing of pots, 
pans, bowls, and measuring utensils. 

The transfer of the tasks to the proc- 
essor that formerly were performed by 
the housewife has not been without 
cost to the consumer. Adding of serv- 
ices in the marketing of foods usually 
means that the consumer pays more 
for the finished product. 

Today Americans mostly are well 
fed from a nutritional point of view. 
But they could make better food selec- 
tions, and the food offered could be óf 
higher nutritive quality. 
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Some groups in the population still 
do not have food containing recom- 
mended amounts of several nutrients. 
Dietary surveys show that those whose 
diets are most in need of improvement 
are low-income families, large families, 
and those in which the homemaker has 
the least formal education. The nutri- 
ent most likely to be supplied in smaller 
than recommended quantities is cal- 
cium. Also likely to be low are vitamin 
C and the B vitamins—thiamine, ri- 
bo flavin, and niacin. Rural diets in 
some seasons may also be low in 
vitamin A, 

Differences in quality of diet due to 
economic limitations are not so great 
as formerly, but problems of getting 
good diets on low incomes still merit 
attention. 

FOR HIGHER LEVELS of living, the 
science of nutrition continues to stress 
the need for a varied diet—one that 
includes the following "basic seven" 
each day: 

Leafy green and yellow vegetables— 
one or more servings; 

Citrus fruit, tomatoes, raw cabbage— 
one or more servings; 

Potatoes and other vegetables and 
fruits—two or more servings; 

Fluid milk (or its protein and min- 
eral equivalent in processed forms such 
as cheese and ice cream)—three to 
four cups for children; two or more 
cups for adults; 

Meat, poultry, fish, eggs, dried peas, 
beans—one or two servings; 

Bread, flour, cereals, whole grain, 
enriched or restored—some every day; 

Butter, fortified margarine—some 
every day. 

Many families, if they are to have 
nutritionally adequate diets, need to 
consume more milk, more fruits and 
vegetables (especially the ones rich in 
vitamins A and G), and more of the 
good sources of the B vitamins. Low- 
income families would do well to stress 
the foods that give high nutritional re- 
turns for the money spent. Nonfat milk 
solids, for example, arc an excellent 
source of calcium, riboflavin, and pro- 
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tein. Dry beans and peas are an eco- 
nomical source of protein, iron, and 
the B vitamins. At the height of their 
growing season, tomatoes and melons 
are usually economical sources of vita- 
min C. The green leafy vegetables and 
carrots are almost always inexpensive 
sources of vitamin A. 

As long as incomes rise, the con- 
sumption of the foods that high-income 
families like and can afford will prob- 
ably increase. They are frozen fruits 
and vegetables; fresh fruit; canned 
fruits and vegetables; prepared and 
partly prepared foods like soups; milk 
and milk products (especially cream 
and ice cream); meat, poultry, and 
fish; fresh vegetables; and eggs. 

Consumption of bakery products 
tends to increase with family income 
(at least up through the middle-income 
group), but the use of flour and other 
cereals is likely to decline. Potatoes, 
fats and oils, sugar and sweets, dried 
fruit, and dry beans and peas gener- 
ally do not change much with income. 
Hence, possibilities of increased mar- 
kets for the latter foods because of 
higher income levels in this country 
are not great. 

Only very few persons in the United 
States are not getting as many calories 
as they need. Consequently when indi- 
viduals, groups of families, or the whole 
population consume more of one prod- 
uct, they necessarily consume less of 
some other. The large increases in the 
per capita consumption of fresh fruits 
and vegetables in this country over the 
past half century, for example, have 
been accompanied by decreased use of 
potatoes. In other words, we cannot 
expect the domestic market to expand 
very much per capita, for all foods. 
Shifts are possible and with higher 
levels of income, experience shows that 
they will tend to be toward the more 
expensive foods, which in general are 
the ones that require large amounts of 
agricultural resources (for example, 
meat, milk, fruits, and vegetables) and 
of marketing services (for example, 
processed fruits and vegetables and 
prepared dishes). 

Better marketing contributes to higher 
levels of nutrition when it gets the con- 
sumer more usable nutrients per dol- 
lar. Prevention of waste and spoilage 
in distribution can work toward this 
end—notably, waste of fresh produce, 
meats, dairy products, and eggs. Some 
losses in distribution are probably un- 
avoidable, and elimination of some 
others would be too costly to justify, 
but better methods of handling, pack- 
ing, shipping, storage, and display 
offer opportunities for substantial sav- 
ings that would abundantly justify 
their costs. 

Better quality of products will also 
mean less waste in the home; the 
housewife has to discard less of the 
fruits and vegetables when she pre- 
pares them for the table. Less fat on 
meat would mean less waste in the 
kitchen. If meat were trimmed more 
at the store, fat might be saved for some 
useful purpose and not discarded. The 
marketing system should also pass on 
to the producer the consumer's de- 
mand for meat—especially pork—with 
less fat. 

A hidden kind of waste in distribu- 
tion is the loss of nutrients that occurs 
in some foods during storage, transpor- 
tation, and display. Fresh milk, for 
example, loses riboflavin when exposed 
to light. Canned foods stored at warm 
temperatures retain less of their vita- 
min C than when they are stored at 
low temperatures. Fresh vegetables 
such as broccoli retain more of their 
original nutritive values when packed 
in crushed ice than when kept on a 
grocer's table at room temperature. 

WHEN MARKETS are well stocked with 
foods of high nutritive value and con- 
sumers have purchasing power to buy 
the food they want, good living in 
terms of good nutrition is available to 
all. If people are not then well fed, it is 
because they do not know enough 
about nutrition to believe that good 
diets are important or because they do 
not know how to achieve them. Prog- 
ress has been made in getting knowl- 
edge about nutrition to the public, and 
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families have become increasingly 
conscious of the importance of good 
nutrition to health. That is being 
continued through formal teaching 
of nutrition in the schools, advice of 
physicians, adult education programs, 
writing and lecturing about nutrition, 
and through advertising. 

Marketing can perhaps best contrib- 
ute to an improvement in the educa- 
tion of the consumer through better- 
ment in information provided both on 
labels and in advertising. The facts of 
the real advances of nutrition should 
not be distorted to mislead the 
consumer-buyer. 

To raise the sights of consumer-buyers 
and make possible still better living 
is a continuing challenge to market- 
ing. {Hazel K. Stiebeling, Faith Clark.) 

How They Tell 
What We 
Want 

Producers, processors, and manu- 
facturers have come to appreciate 
more and more the importance of 
knowing what consumers want—what 
products they desire, how and in what 
sizes products should be packaged, 
and what services will give the most 
satisfaction to consumers. 

The grades and standards of many 
commodities bear little relation to 
consumers' desires, levels of informa- 
tion, or ability to distinguish between 
different grades. Certain technological 
yardsticks are essential in any proper 
system of grading, of course, but 
present standards can be improved by 
incorporating in them some of the 
results of studies of consumers5 be- 
havior, habits, and preferences. 

Those factors may vary with the 
income of consumers, their educational 
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status, background, locality, and such. 
Even when many consumers have 

similar preferences or behavior, there 
are always atypical groups that may 
be small in terms of percentage of all 
consumers but nevertheless are a siz- 
able body of potential customers. It 
takes well planned research to locate 
them and ascertain their wants. As 
for the "average" consumer, he is 
largely a statistical fiction. 

As the marketing specialist ap- 
proaches a problem involving con- 
sumers and chooses among the tech- 
niques available, he starts with the 
assumption that he must collect data 
in a way that will accurately represent 
the statistical universe he wishes to 
study. 

He must look at related inquiries. 
He must search out technical details 
about his product. He needs to con- 
sider carefully the most appropriate 
experimental designs. He must decide 
if a small number of case histories 
will be adequate or whether a scientific 
sample of the general population is 
required. Perhaps his problem will be 
resolved by a study of a group of pro- 
ducers or a sample of manufacturers 
who use the commodity at some stage 
of its fabrication into an end-use prod- 
uct for final consumption. He must 
judge whether the observations should 
be limited to so-called objective records 
such as prices, inventories, or sales 
records. To understand an economic 
pattern he might need information on 
the reasons for particular behavior and 
on motivations for future behavior. He 
has to decide at which point or points 
along the distributive channel he 
should take readings and whether he 
should study purchase or use or both. 
He must decide if a mail survey is 
adequate or if a personal interview is 
required. 

Consumer wants and needs can be 
studied directly, or attempts may be 
made to infer them from studies of 
behavior. Five principal methods are 
used in such consumer investigations: 
Measures of product consumption; 
retail store records of sales, prices, and 
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inventories; sales experiments in retail 
outlets; reporting panels; and direct 
surveys. Each has its special advan- 
tages for particular problems, but each 
has certain drawbacks. 

MEASURES OF PRODUCT consumption 
are one of the oldest methods of study- 
ing consumers' behavior. Their prefer- 
ences are inferred from the results. 

The usual procedure is to obtain data 
on total estimated quantity of a com- 
modity disappearing into distribution 
channels and then divide by the total 
population. This average per capita 
figure obtained for a period of time 
furnishes a picture of trends in the 
average amounts of commodities that 
individuals use. Such trends often have 
been interpreted as indicators of 
changing preferences, but such infer- 
ences are open to question. Per capita 
figures so derived include persons who 
do not use the commodity at all. 

The figures can give no indication 
of the characteristics of the users or 
nonusers. At best they can show in a 
general way over a period what con- 
sumers are taking from the market. 
Preference, though, is a complex of 
many factors and cannot be measured 
by gross figures derived from national 
aggregates. 

STUDIES BASED ON RETAIL store rec- 
ords usually are concerned with a 
sample of the retail outlets of specific 
products. Records are kept of the day- 
by-day sales, the prices paid by cus- 
tomers, and data on inventories as the 
stocks are replenished. Comparison of 
the relative amounts of different prod- 
ucts sold or the relative amounts of a 
particular product at different time 
periods is then used as a basis for 
inferring the preferences of the buying 
public. 

Such studies can furnish quite re- 
liable indicators of the movement of 
goods and their selling prices. The data 
are important as the raw material for 
certain types of analyses. Retail stores 
are the usual units studied in such 
research,  but the method can be ap- 
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plied also to wholesalers, distributors, 
processors, or producers. 

It is excellent in its way, but it does 
have some practical limitations. Even 
with accurate sales figures, the results 
cannot be interpreted as reflections of 
consumers5 wants, because the desired 
goods are not offered for sale on a 
reasonably equal basis with other 
market choices in such matters as 
price, abundance, and convenience. 
The sample of outlets must be repre- 
sentative of all outlets through which 
the products are sold, at the level 
under study; that requirement often is 
prohibitive in cost or impractical of 
attainment, because of the impossi- 
bility of getting the consent of some 
large outlets to participate. Even with 
an effectual sample, there must be 
constant and complete cooperation 
between the management of all the 
sample outlets and those who direct 
the research for the full duration of the 
study. That requirement is seldom 
realized in practice. Finally, the job of 
recordkeeping is complex, and the 
chances of error are many. 

An argument in favor of this method 
is that it deals with "objective" data 
and therefore is superior to surveys 
whose data consist of "subjective" 
responses of consumers to direct ques- 
tions regarding their buying behavior, 
buying motivations, and preferences. 

If one considers the defects of the 
method in its practical application, he 
can see that the objectivity of the data 
may be largely illusory. It does have a 
place in market research, but he who 
uses it should neither be tricked by its 
apparent simplicity nor misled into 
making unjustified inferences from the 
data it affords. If its limitations are 
kept in mind, however, this method 
can produce valuable information in 
marketing research. 

SALES EXPERIMENTS in retail outlets 
in many respects are like the methods 
described so far. They differ in that 
certain controls are set up, the only 
variable being the factor that is under 
investigation—price, type of package, 
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brand, type of display, different char- 
acteristics of a product, or any other 
item. The important thing is that all 
factors should be held constant while 
only the item being studied is allowed 
to vary in some predetermined way. 

This is a much more accurate way 
of measuring consumer behavior and 
deducing preferences from such be- 
havior than the methods that rely on 
aggregate statistics. It lends itself to 
various types of experimental design. 

Two main designs have been used. 
One, the "matched lot" technique, 

consists of placing in each sample store 
two or more separate lots of the prod- 
uct being studied. The lots must vary 
only in the characteristic under in- 
vestigation, a requirement usually 
difficult to satisfy. The relative sales 
over a given period are used as the 
measure of consumer preference be- 
tween the experimental lots. 

The second experimental technique 
is that of comparing sales in test stores 
with those in control stores. In the 
sampling procedure, both groups of 
stores are matched as nearly as pos- 
sible, but the variable under test is 
offered only in the test stores. 

Controlled experiments of these 
types seem to offer a relatively simple 
way of measuring consumer wants or, 
at any rate, the inference of such 
wants from buying behavior. But most 
of the practical limitations pointed 
out in connection with audits of retail 
outlets also apply here: The difficul- 
ties of adequate sampling, the un- 
likelihood of securing willing and 
continuous cooperation with store 
management, the expense entailed in 
anything approaching national cover- 
age; and the errors of recording all 
operate with equal force. In practice, 
moreover, it is seldom possible to es- 
tablish and maintain adequate con- 
trols to insure constancy in all factors 
except the test variable. The utility 
of the method seems to lie in small 
spot studies of limited and quite 
specific problems. But it is very useful 
to and considerably used by chainstore 
management. 
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THE REPORTING PANELS are another 
method. It consists in setting up a 
panel of consumers (usually house- 
holds), which is a sample representing 
all consumers. The panel members 
keep diary records of their purchases 
or are interviewed at intervals regard- 
ing certain designated commodities, 
products, brands, and so on, by kind 
of product, amount bought, size of 
package, price paid, and date of pur- 
chase. The diaries or interviews arc 
sent to the collecting agency at speci- 
fied intervals, and the results are tabu- 
lated into aggregates and averages for 
the panel. The data are then usually 
expanded to furnish totals for the 
statistical universe represented by the 
panel. The panel may be on a na- 
tional, regional. State, or local scale 
and theoretically will furnish measures 
of the amounts of various goods and 
prices paid over a period. 

The panel method is more sensitive 
to changes in individual behavior than 
are composite measurements. It may 
be specifically designed for particular 
problems. It can show areas of compe- 
tition between products. Diary forms, 
when they are used, furnish fairly 
accurate data on consumption or pur- 
chases. That is often of such impor- 
tance in business that management is 
willing to overlook the defects of the 
method or to accept them as a kind of 
calculated risk. 

The consumer reporting panel, how- 
ever, is an expensive operation, par- 
ticularly on a national scale. It re- 
quires constant and expert adminis- 
tration. There is great doubt that a 
continuously reporting panel can ever 
be a truly representative sample of the 
universe it is supposed to depict. The 
original sample may be sound, but 
those who refuse to participate will 
introduce an initial bias. Even when 
they are replaced, the fact that the 
replacement members do agree to 
become members may perpetuate this 
original bias. As time goes on, more 
and more members will drop out and 
cause an increasing lack of representa- 
tiveness.   The  dropouts must be re- 
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placed to keep the panel up to strength, 
but the same factors operate again to 
produce some bias. Many panels have 
shaken down to only about one-third 
of their original members. Even 
though replacements may match the 
dropouts in such personal character- 
istics as age and income, the fact that 
they are willing to assume the responsi- 
bility of regular reporting may in 
itself seriously differentiate them from 
those who have dropped out. 

Another source of bias is the act of 
recordkeeping itself. The panel mem- 
bers become conditioned to the items 
in the recording diary and may begin 
to exhibit a different kind of buying 
behavior than they would if they were 
not members of a panel. As far as we 
know, no adequate method for meas- 
uring this bias has been devised. 

Moreover, material collected from 
panels ordinarily furnishes no data for 
the analysis of buying motivations or 
the effect on behavior of information 
or misinformation about the product. 
Although panels are relatively sensi- 
tive indicators of trends, they provide 
no knowledge of why there are non- 
users of a product and hence cannot 
point out how to capture potential 
markets. Panels are the most difficult 
of all types of surveys for which to 
assure adequate sampling. 

DIRECT SURVEYS rely on collecting 
information directly from consumers 
by mail questionnaires or by personal 
interviews. Both the methods rely on 
samples of consumers intended to rep- 
resent the particular universe of people 
being studied. Specific questions are 
put to the individuals in the sample, 
their answers are coded and tabulated, 
and various types of analyses are ap- 
plied to the raw tabulations. 

The survey by mail is relatively in- 
expensive and can reach a large num- 
ber of persons. It can be done quickly 
and the results become available in a 
short time. It is a valuable tool in many 
areas of economic research, but it has 
limited usefulness in studies of con- 
sumers' wants and behavior. Although 
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the original sample to which question- 
naires are sent may be perfectly ade- 
quate, the rate of response is usually 
so low that a serious sampling bias 
occurs. A return of 10 percent is com- 
mon. Only rarely do as many as half 
the sampled individuals fill out their 
schedules and send them back to the 
research agency. It is fairly well ac- 
cepted that those who answer mail 
questionnaires are different from those 
who will not, and the consequent loss 
of representativeness is obvious. A 
second defect is the small number of 
questions that can be successfully in- 
cluded in a questionnaire. Most of 
them have to be of a simple check-off 
type—the answer must be yes or no 
or selected from a limited list of al- 
ternatives. It is not an adequate tool 
for the study of attitudes, motivations, 
reasons for likes and dislikes, and the 
many other items that are involved in 
research on desires and preferences of 
consumers. 

The interview survey, on the other 
hand, offers many advantages. Its first 
cost may seem high, but the outlay per 
item of information obtained is less 
than some of the methods previously 
discussed. It can provide information 
on use and non use, reasons for the be- 
havior, likes and dislikes and reasons 
for them, levels of information regard- 
ing products, factors motivating buy- 
ing or nonbuying, attitudes toward 
types and sizes of packages or sales in 
bulk, attitudes toward different meth- 
ods of merchandising, amounts bought 
during specified periods, frequency 
and recency of use, and many other 
items. It can provide practical field 
tests of the results of laboratory experi- 
ments on the ability of consumers to 
distinguish between product charac- 
teristics and establish psychological 
scales of relative preferences. When it 
is well planned and properly adminis- 
tered, this method will produce an- 
swers from more than 90 percent of the 
original sample and thus reduce to a 
minimum one of the worst sources of 
bias in other methods that depend 
upon sampling. 
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A good interview survey of this type 
rests on four essentials. Each is com- 
posed of a number of prerequisite ele- 
ments, and all must be integrated into 
a functional pattern. The essentials 
are: 

i. Planning and survey design—de- 
velopment of definite objectives to be 
satisfied; development of specifications 
of data necessary to satisfy each spe- 
cific objective; development of a ques- 
tion schedule that will satisfy the spec- 
ifications of data; pretesting of the 
question schedule to insure that each 
question actually does provide infor- 
mation to satisfy the datum specifica- 
tion for which it was designed; and 
development of detailed, question-by- 
question instructions to interviewers. 

2. Sampling—development of a pre- 
cise definition of the statistical uni- 
verse that is to be sampled; choice of 
adequate sampling methods; determi- 
nation of size and distribution of the 
sample in relation to the amount of 
error that can be tolerated; and devel- 
opment of clear and precise instruc- 
tions to interviewers on how the 
sample is to be used. 

3. Interviewing—administration of 
the field staff; use of proper interview- 
ing techniques; and training of inter- 
viewers on the question schedule. 

4. Analysis—development of an ad- 
equate code based upon the original 
specifications of data and the question- 
naire; coding and check coding; tabu- 
lation and cross-analysis, correlations, 
et cetera; and preparation of the final 
report of the findings. 

A NATIONAL INTERVIEW survey may 
cost between 50,000 and 100,000 dol- 
lars, depending on the number of sep- 
arate regional tabulations involved. 
In the ascertainment of amounts of 
products used, prices paid, and fre- 
quency of purchase, it is subject to 
memory bias. There is no convincing 
evidence one way or the other, but it 
is generally assumed that while the 
diary-keeping panel method may some- 
what underreport consumption, be- 
cause of carelessness in recording by 

panel members, the interview survey 
has a telescoping effect and produces 
an overreport. The method has also 
been criticized on the grounds that 
the frames of reference in which the 
questions are asked may not be under- 
stood by respondents, so that much 
variability occurs in the meaning of 
the answers given. 

It is evident that the investigator of 
consumer wants has a variety of meth- 
ods to apply in the solution of the 
diverse problems arising in his field. 
Different problems require different 
approaches and it is a part of his skill 
to select the method or combination of 
methods which will best fit the partic- 
ular situation. All the techniques dis- 
cussed above have defects and some of 
these have been pointed out. Research 
in methodology, however, is continual- 
ly going on and the results applied to 
the improvement of the basic tech- 
niques. They are good now; they will 
be much better in the future. {Forrest 
Cl erne fits, Trienah Meyers.) 

The Long 
Fight for 
Pure Foods 

The first laws prohibiting tampering 
with foods and selling unwholesome 
provisions were enacted in ancient 
times. Early Mosaic and Egyptian laws 
governed the handling of meat. Greek 
and Roman laws attempted to prevent 
the watering of wine. In 200 B. C. 
India provided for the punishment of 
adulterators of grains and oils. In the 
same era China had agents to prohibit 
the making of spurious articles and the 
defrauding of purchasers. Most of our 
food laws, however, came to us as a 
heritage from our European forebears. 

In early times foods were few and 
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very simple, and trade existed mostly 
through barter. Such cheating as did 
occur was crude and easily detected by 
the prospective buyer. In the Middle 
Ages traders and merchants began to 
specialize and united themselves into 
guilds. One of the earliest was called 
the Pepperers—the spice traders of the 
day. The Pepperers soon absorbed the 
grocers and in England got a charter 
from the king as the Grocers' Com- 
pany. They set up an ethical code 
designed to protect the integrity and 
quality of the spices and other foods 
sold. Later they appointed a corps of 
food inspectors to test and certify the 
merchandise sold to and by the grocers. 
These men were the first public food 
inspectors of England. Later on they 
became officers of the crown, and King 
Henry III made them custodians of 
the official weight standards. 

Pepper is a good example of the 
trade practices that brought about the 
need for the food inspectors. The de- 
mand for pepper was widespread, as 
much for its preservative action as for 
its value as a condiment. Its price was 
high; it was handled by various people 
during its long journey from the Spice 
Islands to the grocer's shelf. Each 
handler had opportunity to debase it; 
the grinders had the best chance, and 
made the most of it, since adulterants 
could not be detected in the ground 
spices by methods then available. 
Worthless barks and seeds, iron ore, 
charcoal, nutshells and olive pits, and 
coconut shell at times were ground 
along with the pepper berries. 

Bread was another food that offered 
temptation to unscrupulous bakers. 
The most common cheat was short 
weight, but at times the flour used 
contained ground dried peas or beans. 
In fact, sharp practices by members of 
the Bakers' Guild brought about the 
passage of the first protective food law 
on record. Known as the Assize of 
Bread, it was proclaimed by King 
John of England in 1202. A quotation 
from the law, rewritten into modern 
English, shows the type of punishment 
meted to violators: 
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"If any default be found in the bread 
of a baker of this city, the first time let 
him be drawn upon a hurdle, from the 
Guild hall to his own house, through 
the greatest streets, where the most 
people are assembled, and through the 
streets which are most dirty, the false 
loaf hanging from his neck; if a second 
time he shall be found committing the 
same offense, he shall be placed in a 
pillory, and remain there at least an 
hour." 

A third offense banished him from 
his Guild. At times the magistrate 
ordered a bakery to be torn down and 
the culprit banished from the city. 

In the fifteenth century the explorers 
opened up the era of colonial ex- 
pansion. New luxuries—such as tea, 
coffee, chocolate, and sugar—began 
to arrive at home ports. Some of these 
commodities, coffee and tea in par- 
ticular, seem to have been adulterated 
from the beginning. They came from 
countries whose traders had developed 
skillful and novel methods of adultera- 
tion. The Chinese suppliers added to 
tea destined for export such things as 
dried leaves from other plants, sand, 
clay, and even dried spent tea leaves 
ingeniously dyed and rolled to look 
like freshly dried tea. The importers 
further stretched the tea with leaves 
from their own trees (completely un- 
like tea leaves) and spent tea leaves 
from their coffee houses and inns. 

Coffee has a similar history; chicory, 
roasted turnips, barley, acorns, beans, 
and mahogany sawdust were used as 
adulterants. 

The crown's first interest in this 
situation came from its loss of excise 
revenues; more tea and coffee were 
being served in England than had 
been taxed at the ports. A law passed 
in 1718 imposed a fine of 20 pounds 
for adding foreign substances to coffee. 

The nineteenth century in England 
brought developments in the central 
processing of foods and with it new 
forms of adulteration, some of them 
definitely dangerous to health, such as 
mineral pigments in candy and spices; 
and opium, nux vómica, and picro- 
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toxin added to beer to conceal the 
addition of water. Publication of the 
scientific findings in the popular and 
medical journals resulted in the ap- 
pointment of a committee of Parlia- 
ment to investigate the extent of such 
adulteration, both dangerous to health 
and to the consumer's purse. This 
resulted in the enactment in i860 of 
the Adulteration to Food and Drink 
Act, the first general food law of 
England. 

The first general food laws in the 
United States were enacted by the 
States, Massachusetts leading the way 
in 1784. California enacted a pure food 
and drink law in 1850, a year after the 
Gold Rush. Most of the States had 
laws of this type by 1900, along with 
additional laws on special foods, many 
of them enacted to protect the farmers' 
basic commodities from competition 
with adulterated wares. Conditions 
paralleled those in nineteenth century 
England. New York inspectors in 1875 
found 52 percent of the butter, 56 
percent of the olive oil, and 64 percent 
of the brandy they examined to be 
adulterated. A Boston Health Depart- 
ment report in 1880 stated that 46 
percent of the colored candies sampled 
contained lead chromate. 

Little uniformity existed under the 
State laws; foods legal in one State 
might be banned by its neighbors. 

The State chemists were among the 
first to advocate a Federal law to bring 
order into the chaos. 

The pioneer who waged the most 
effective fight for Federal pure food 
laws was Dr. Harvey W. Wiley, who 
came from Indiana in 1883 to be chief 
chemist of the United States Depart- 
ment of Agriculture. Long interested 
in the composition of foods, he im- 
mediately assigned some of his staff to 
the problems of food adulteration. 
Soon a series of Government bulletins 
emerged; the most important was the 
1,417-page Chemistry Bulletin 13, 
issued in 10 parts from 1887 to 1902, 
as Foods and Food Adulterants, 

The first Federal food and drug bill 
was introduced into Congress in 1879, 
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but the real fight for such legislation 
began about 1900 and lasted until the 
law was enacted 6 years later. 

By that time the factory preparation 
of food had become big business, with 
each manufacturer a law unto himself, 
as far as the Federal Government was 
concerned. He could put whatever he 
chose into his wares, and his only 
labeling guides were his conscience 
and his competitor's practices. Few 
processors knew or cared about sani- 
tation in those days, and commercial 
refrigeration was in its infancy. 

Dr. Wiley, a born crusader, took his 
message to the public. He became a 
popular speaker before women's clubs 
and other organized groups. Reporters 
began to write front-page stories, 
which aroused consumers to the dan- 
ger to their own health inherent in the 
debased foods of the day. Particularly 
interesting to the public were reports 
on the progress of Dr. Wiley's "poison 
squad," a group of young chemists 
who volunteered to be "guinea pigs" 
for a full year and eat nothing but the 
food prepared in the Bureau of Chem- 
istry laboratories with measured doses 
of the chemicals prevalent in the pre- 
pared food of that period—formalde- 
hyde, benzoate of soda, boric acid, 
and salicylates. Dr. Wiley became 
popularly known as "Old Borax." 

Stories about medicines in national 
magazines alarmed every mother and 
homemaker—reports of infants' sooth- 
ing sirups containing morphine and 
opium, of people who became narcotic 
addicts from the use of medicines with 
an innocent appearance, of women's 
tonics that depended on alcohol for 
their bracing effects, of the tragic con- 
sequences to those depending on the 
cure-all promises of the patent medi- 
cines on every drugstore shelf. 

In 1906 a chapter in Upton Sinclair's 
The Jungle aroused the public with its 
graphic exposé of revolting conditions 
in the Chicago stockyards and pack- 
inghouses. 

Mark Sullivan, in Our Times, wrote: 
"The women of the country were ripe 
for the crusade. Enough of them had 
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lived through the transition from home 
and village food-industry, to large- 
scale corporation food-industry, to 
know the taste, odor, and sight of pure 
products of nature; and to recognize 
that in what they were now obliged to 
buy, and what they could not avoid 
feeding their children, there were ele- 
ments new and mysterious, and there- 
fore disquieting. These women, by the 
support they gave Doctor Wiley, by 
the pressure they brought upon Con- 
gress—without votes, without ever 
thinking they needed votes—did a work 
greater than anything that women ac- 
complished or attempted during the 
eight years after women got the 
suffrage in 1919." 

From 1879, when the first Federal 
pure food bill was introduced, until 
the law was finally enacted, Congress 
considered 103 food bills. It passed a 
tea importation act in 1883, and in 
1890 acts prohibiting the importation of 
adulterated food and the certification 
of certain meat products processed for 
exportation. In 1891 and 1895 it ex- 
tended meat inspection to partial pro- 
tection of domestic consumers by 
requiring inspection of animals for 
disease before slaughter. 

Despite bitter opposition, the crusade 
was finally ended when Congress passed 
the Food and Drugs Act and the Meat 
Inspection Act. Both were signed on 
June 30, 1906, by President Theodore 
Roosevelt, who had fought valiantly 
for their passage. 

Both laws went to the Department 
of Agriculture for enforcement by the 
Bureaus, which had small staffs to 
administer the limited laws enacted in 
the 1890's—the Food and Drugs Act 
to the Bureau of Chemistry and the 
Meat Inspection Act to the Bureau of 
Animal Industry. 

The enforcement of the Food and 
Drugs Act, which went into effect in 
1907, was a stunning blow to the doc- 
trine of caveat emptor. Both the Bureau 
of Chemistry and the affected indus- 
tries recognized that the new slogan 
was to be "public interest comes first." 

During  the  first  year,   before   any 
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cases were prosecuted in the courts, 
the Bureau set up a series of labora- 
tories throughout the country, supple- 
menting the port laboratories already 
in operation to keep any adulterated 
foreign products from entering the 
country. A corps of inspectors was 
appointed to collect samples of the 
foods and drugs shipped in interstate 
commerce. Chemists at Washington 
headquarters were busy devising new 
chemical and microscopic methods to 
supplement the woefully few then 
available for objective tests of the 
samples deluging the laboratories. 

The industries, too, were putting 
their houses in order to live with the 
new law. Labels had to be changed to 
declare chemical preservatives in proc- 
essed foods, and to give consumers 
other information the law required for 
intelligent purchasing. Almost imme- 
diately the processors encountered 
buyer resistance to foods labeled as 
containing chemicals that the public 
suspected would do them no good. 
The Bureau of Chemistry sent experts 
into the field to demonstrate how foods 
could be preserved without chemicals 
by employing adequate sanitation and 
suitable raw stock. The processors who 
adopted those practices found a new, 
enthusiastic market and prospered. 
Many others fell into line, preferring 
to abandon preservatives rather than 
to declare them on their labels. 

In general, factory conditions im- 
proved during this period, for it was an 
era of awakening to the concepts of 
modern sanitation. The sanitary re- 
quirements in meatpacking establish- 
ments and the suggestions of Food and 
Drug inspectors in the plants to which 
they were admitted (the law did not 
compel their admission) played no 
small part in the trend toward the pro- 
duction of cleaner food. Seizures of 
unfit products in the channels of trade 
also encouraged more attention to 
sanitation. 

Some compromises had to be made 
to enact the 1906 law, but for its time 
it was a good law—the strongest in the 
world. However, the era of food in- 
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dustrialization had just begun. By the 
turn of the century there had been a 
marked change from home production 
to bulk distribution. The next 25 years 
brought the package age—not only a 
change from the cracker barrel to the 
sealed carton, but from the delicatessen 
tray to jars and cans. These foods were 
better protected from contamination, 
but their contents were concealed from 
the inspection of the purchaser. More 
informative labeling was in order. 

Other protections to the food con- 
sumer were needed, also—official 
standards defining the composition of 
basic food products, compulsory sani- 
tary inspection of factories, heavier 
penalties for illegal practices, a ban 
on inherent poisons in food as well as 
added ones. 

Stronger controls were needed in the 
drug field, also, and there was no 
Federal regulation of therapeutic de- 
vices and cosmetics, despite the injurious 
nature of many products on the market. 

Some of the early deficiencies were 
pointed out by the chief chemist of the 
Bureau of Chemistry soon after the 
1906 act went into effect, and others 
from year to year as conditions de- 
veloped that required greater con- 
sumer protection. 

Meanwhile, a separate enforcement 
agency was formed in 1927. It em- 
ployed the staff of the Bureau of 
Chemistry assigned to administer the 
Food and Drugs Act. First known as 
the Food, Drug, and Insecticide Ad- 
ministration, its name was changed in 
1931 to the Food and Drug Adminis- 
tration. 

PRESIDENT FRANKLIN D. ROOSEVELT 

gave a new impetus in 1933 to the 
reforms the Food and Drug officials 
had been calling for. A 5-year struggle 
for a stronger and more inclusive law 
finally culminated in passage of the 
Copeland bill in 1938. The best fea- 
tures of the 1906 act were retained, but 
the new law covered new conditions 
that had developed and put teeth into 
the enforcement provisions that had 
proved weak in the past. 
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There was little crusading in news- 
papers and periodicals for the passage 
of this stronger law such as that which 
had played so important a part in 
enactment of the Wiley bill in 1906. 

Consumer groups, particularly the 
large national women's organizations, 
took up the fight, just as they had 
done for the first national law a gen- 
eration earlier. They aroused public 
thinking on this subject in the cities, 
towns, and villages throughout the 
land, despite the general apathy of 
the press. 

The Food, Drug, and Cosmetic Act 
of 1938 stands today, amended as 
weaknesses revealed by court decisions 
or changing conditions (such as the 
development of antibiotics, which re- 
quired predistribution testing) were 
pointed out to Congress. This contin- 
uous process of keeping the law alive 
to the needs of the public should pre- 
clude another complete overhaul such 
as that necessary in 1938. 

The new law made instantly effec- 
tive the provisions designed to protect 
the public against dangerous drugs, 
devices, and cosmetics. As originally 
enacted, the statute was to become 
fully effective on June 25, 1939. This 
date was extended by amendment to 
January 1940, for the new labeling 
provisions and certain other require- 
ments, with restricted authorization 
for additional postponements until 
July 1, 1940. Its complete coverage 
followed by a day the transfer of the 
Food and Drug Administration from 
the Department of Agriculture to the 
Federal Security Agency. All of the 
powers vested in the Secretary of Agri- 
culture in the enforcement of the Food, 
Drug, and Cosmetic Act, the Tea Act, 
the Caustic Poison Act, the Import 
Milk Act, and Filled Milk Act were 
concurrently transferred to the Federal 
Security Administrator. In 1953 this 
Agency became the Department of 
Health, Education, and Welfare. 

WHERE DO WE STAND today in the 
fight for pure foods? The American 
public has the best and safest food in 
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its history. We are no longer depend- 
ent on geographical location or season 
to have an abundant choice of nutri- 
tious food at any grocery store in the 
land. We cannot afford to be com- 
placent, however, as we view the ad- 
vances of the past half century. Most 
food is perishable or subject to the 
depredations of insects or rodents at 
some stage in its processing or distri- 
bution. Constant changes in produc- 
ing and processing methods require 
comparable development in the regu- 
latory field. There is wide variation 
among the industries subject to Fed- 
eral food laws. Some are highly ad- 
vanced technologically, with excellent 
control over the factors that lead to 
violative food, and others still employ 
methods unsuited to the protection of 
foods for human consumption. 

With only a few hundred inspectors 
and analysis to cover the operations 
of 96,000 establishments that are pro- 
ducing and warehousing the com- 
modities subject to the Federal Food, 
Drug, and Cosmetic Act, spot checking 
is the only course available. Violations 
involving direct danger to health re- 
ceive first consideration in planning 
enforcement operations. Filth and de- 
composition are next in importance— 
and first in the amount of enforcement 
time actually allotted. Economic cheats 
affect the consumer's pocketbook, but 
they can be given relatively little at- 
tention. Coverage of the first two cat- 
egories is woefully incomplete. It is 
possible to examine and inspect only 
a small fraction of 1 percent of the total 
production each year. 

Conditions in food factories as a 
whole have shown progressive improve- 
ment throughout the history of enforce- 
ment of Federal food laws. The pro- 
curement of fit raw materials contin- 
ues to be a problem. Milk and grain, 
for example, originate in thousands of 
farms that ordinarily make no inter- 
state shipments. They are delivered to 
small collection centers—elevators or 
cream stations—and the intermingling 
of lots continues until large deliveries 
are  made  to  the   processors,   whose 
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business may be nationwide. The prob- 
lem is to improve handling and stor- 
age conditions at the farms, then to 
protect the products at each step of the 
way. Such precautions are equally 
needed for our fresh produce, which is 
sometimes handled in city wholesale 
markets under reprehensible sanitary 
conditions. The Federal pure food laws 
can never substitute for adequate local 
protection of our food. 

Another limitation of food protec- 
tion today, under laws against false 
labeling and advertising, is the in- 
ability to curb the practice of nutri- 
tional quackery. Self-styled nutrition- 
ists are distorting the facts of the real 
advances of the science of nutrition and 
menacing the health of ailing and mis- 
informed persons by making unwar- 
ranted therapeutic claims for various 
"food supplements." People who should 
be spending their money for readily 
available and adequate foods, and for 
competent medical care, frequently 
divert it to the faddist items promoted 
by food quacks. This tribe of nutrition- 
al pitchmen base their sales talk on 
myths about soil depletion, misconcep- 
tions regarding food processing, and 
falsely alarming exaggerations about 
"sub-clinical deficiencies" in the diet. 

The food quack has something to 
sell, but usually he is fully enough 
aware of Federal laws to keep his 
claims and promises off food labels. 
He frequently confines his false teach- 
ings to books, magazine articles, and 
oral promotion which cannot be 
linked with a commercial scheme of 
distributing the product. The pur- 
chasing public must set up its own 
defenses against such exploitation. 

On the chemical front, the fight for 
pure foods has been waged in two 
major battles. The first was a struggle 
against the recognized poisons used in 
and on our foods in the past. After 
passage of the 1906 law, widespread 
use of formaldehyde and boric acids 
to preserve foods was soon abandoned. 
The chief chemist reported in 1909 
that a large number of prominent 
manufacturers   had   "entirely   aban- 
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doned the use of any kind of preserva- 
tives and openly announced their 
adhesion to the doctrine that drugs 
should not be placed in foods." 

Arsenic was found in early samples 
of baking powder, confectioners' glaze, 
and a few other processed foods, added 
inadvertently because it was so com- 
monly used in the manufacture of 
phosphates and phosphoric acid and 
other commercial preparations pur- 
chased by food processors. The pri- 
mary fight against arsenic and lead 
occurred in the late igso's and during 
the 1930's when those chemicals were 
widely used as orchard sprays to con- 
trol insect damage. After turbulent 
protests against seizures of fruits bear- 
ing excess residues when they reached 
the market, the growers installed wash- 
ing equipment recommended by State 
and Federal officials and found that 
with the exercise of adequate precau- 
tions on spray schedules and removal 
of residues above the informal toler- 
ances set by the Secretary of Agricul- 
ture, they could still protect their 
crops without violating the pure food 
laws. 

Stronger provisions to prohibit or 
control the known poisons that might 
contaminate foods were included in the 
1938 act. Soon after the new law went 
into effect, however, and before all of 
its regulatory provisions could be em- 
ployed, the Second World War began. 
With it came an accelerated develop- 
ment of chemicals needed for military 
supplies in all parts of the world. The 
second struggle in the cause of pure 
foods was against chemicals with un- 
known potentialities. 

New insecticides, new packaging 
and preservative materials, and many 
other necessary adjuncts of modern 
warfare were accepted after prelim- 
inary tests showed they were safe for 
emergency use—a calculated risk. 
There was not time for the 2- or 3-year 
chronic toxicity tests, without which a 
pharmacologist could not venture an 
opinion as to long-range safety in the 
diet of the general public. Such tests 
were in progress, but most of the new 
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materials were restricted to temporary 
military purposes, and permanent, un- 
restricted use in a civilian economy 
was a problem of the future. 

The end of the war released not only 
these chemicals but many other new 
substances developed for technical pur- 
poses but later adapted to food uses. 
Much progress has been made in the 
study of their long-range effect if in- 
gested day by day in our food supply 
but there is still much to be learned 
about them. Additional products con- 
tinue to appear, much more rapidly 
than the Food and Drug Administra- 
tion can study them. 

A succession of obviously poisonous 
additives have been removed from the 
markets—beer containing fluorine; 
soft drinks, wine, beer, salad dressings, 
and sirups containing monochloracetic 
acid and the quaternary ammonium 
compounds; frozen peaches with thio- 
urea added as an antioxidant; cheese 
wrapped in papers impregnated with 
dehydroacctic acid to prevent spoilage; 
and numerous other foods containing 
substances that have been proved dele- 
terious and not required in good pro- 
duction or manufacturing practice. 
The courts have ruled that it is not 
necessary to prove that such added 
poisons are present in the food in injuri- 
ous amounts. The Government has the 
burden of proof that the substance is 
deleterious—and this may take several 
years of investigation, while the prod- 
uct is being used, with the public 
serving as "guinea pigs." 

In December 1952 a circuit court 
ruled that the Government may ex- 
clude ingredients from standardized 
foods if there is doubt as to their safety. 
The court said: "One making a rule 
for the future which in practical effect 
will determine whether millions of 
people shall eat something every day 
may reasonably refuse to subject the 
general public to even slight risks and 
small deceptions." 

The Congress, through the Select 
Committee on Chemicals in Foods, 
held hearings in 1951 and 1952 to de- 
termine whether the public is receiv- 



2l8 

ing adequate protection from chemi- 
cals used in foods. In a report issued 
in 1952, it concluded that the Food, 
Drug, and Cosmetic Act should be 
amended to require that new chemi- 
cals in food be cleared for safety in 
advance of distribution, similar to the 
practice established by law in 1938 
for new drugs. This would place on the 
producer the responsibility for estab- 
lishing evidence of safety. 

The Second World War brought a 
great change in the insecticides and 
pesticides used to protect food crops. 
Arsenic, lead, and fluorine, the poison- 
ous sprays of the past, gave way to 
DDT and its newer cousins. Hearings 
were conducted by the Federal Secu- 
rity Agency from January to September 
1950 to establish residue tolerances for 
ail of the substances required in the 
production of all classes of food crops. 
In investigating the problems of poi- 
soning pests without poisoning people, 
the Food and Drug Administration has 
received the close cooperation of the 
Public Health Service, several units of 
the Department of Agriculture, and 
many State agencies. 

The 1938 act gave a new impetus to 
sanitation in our food supply. It ex- 
panded the definition of adulteration 
to include production or storage under 
insanitary conditions that may result in 
contamination with filth. Previously, 
actions against filthy foods had to be 
based on contamination that could be 
detected in the product of the market 
place. Sanitary inspection of factories 
gained a new importance in food regu- 
lation—not only as an enforcement 
tool, but also for its educational value. 

FDA inspectors invite the manage- 
ment to accompany them during the 
factory inspection and, when it is 
completed, leave a written report to 
the management on observations of 
insanitary conditions. Usually their 
constructive suggestions are adopted, 
and if objectionable products are on 
hand they are not shipped for human 
food use. A minority disregard the in- 
spectors' warnings and suffer subse- 
quent   seizures   of   their   goods   and 
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criminal prosecutions for continued 
carelessness in preparing food for the 
use of human beings. 

APPROXIMATELY 80 percent of the 
court actions involving foods each year 
are based on filth or decomposition. 
Major causes have been contamination 
by insects and rodents, and the use of 
unfit materials, such as decomposed or 
high-sediment milk, fruits and vege- 
tables with the spoiled parts not ade- 
quately trimmed, and fish and eggs 
frozen after decomposition had set in. 

The effectiveness of FDA's efforts 
toward a cleaner food supply was 
threatened by two court decisions. The 
first temporary setback came in Febru- 
ary 1947, when the Supreme Court 
refused to review an appellate court 
decision which denied Federal jurisdic- 
tion over foods that became contam- 
inated during storage after interstate 
shipment. An amendment in June 
1948 closed this breach in the statute, 
and assured jurisdiction over adulter- 
ation and misbranding of interstate 
goods until they are delivered to the 
consumer. 

The second came late in 1952 with a 
Supreme Court ruling that the lan- 
guage of the statute did not give the 
Government the right to make factory 
inspections without permission of the 
owner or manager. The immediate 
reaction of responsible producers was 
to invite continued factory inspections, 
making it abundantly clear that they 
were a burden only to careless and 
willful violators rather than to pro- 
ducers with pride in the quality of their 
merchandise. Early in 1953 amend- 
ments to correct this serious threat to 
law enforcement were introduced into 
Congress by members of both political 
parties. The President, in his State of 
the Union address, urged prompt 
action to restore FDA's factory inspec- 
tion powers. Spokesmen of most of the 
trade associations of the food, drug, 
and cosmetic industries assured their 
support of prompt remedial legislation. 
This was enacted in August 1953. 

To protect consumers against eco- 
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nomic cheats, the 1906 Food and 
Drugs Act prohibited shipment of 
foods adulterated with inferior ingre- 
dients, and misbranded with false 
labeling. The 1938 law provided that 
labels should be informative—the 
whole truth, rather than merely a 
prohibition against dishonest claims of 
composition. 

One of the most important sections 
of the new law provided for establish- 
ing of legal definitions and standards 
for foods, wherever in the opinion of 
the Secretary they are needed to "pro- 
mote honesty and fair dealing in the 
interest of consumers." The statute 
calls for a very democratic process in 
establishing such standards, with every 
interested party, producer and con- 
sumer alike, invited to participate in 
public hearings and to comment on 
the proposed standards before the 
specifications for each item are deter- 
mined. After such standards become 
final, foods failing to comply are in 
violation of the act and are subject to 
court action. 

Food standards are the cornerstone 
of effective protection of consumers 
against many economic food cheats. 
They likewise protect the honest man- 
ufacturer and dealer from unfair com- 
petition. The standard is a yardstick 
for the manufacturer and the law- 
enforcement official alike. While the 
housewife may not know the exact 
specifications for any standardized 
food, she can be confident when she 
buys a standardized food by name. 
She knows the law-abiding manufac- 
turer follows the specifications, and 
that the Government has an effective 
basis for legal action against the cheat- 
ing or careless minority that does not 
comply. 

Water is still the commonest adulter- 
ant of foods. Court actions in 1952 in- 
volved watered oysters, low-fat butter, 
and frozen turkeys with an average of 
a quart of water injected into the flesh 
before freezing. In other instances a 
7- to 10-percent ice glaze was produced 
on poultry by packing wet birds in 
plastic bags before freezing. 
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The greatest incidence of fraudulent 
adulterations came in wartime when 
food was scarce and many items were 
rationed. Substitutes and "extenders" 
appeared on the market, some in dis- 
guise and others legally labeled for 
what they were. Such things appeared 
on the market as "victory butter," con- 
taining only 30 percent butterfat in- 
stead of the 80 percent the law de- 
mands; an eggless egg substitute; coffee 
diluted with roasted cereals and even 
the exhausted grounds found in pre- 
control days; french dressing devoid of 
salad oil; and coconut-peanut candy 
with corn flakes substituted for the 
coconut and processed wheat for the 
peanuts. Any product labeled "olive 
oil" was suspect, for the adulteration 
of olive oil is an ancient pursuit, even 
when there is a free flow of imports. 
Rationing of food oils induced many a 
mineral oil substitute—a good example 
of an economic adulteration with a 
direct bearing on public health. Spices, 
always subject to adulteration, became 
much more of a problem when imports 
of many items were cut off. 

Throughout those trying times, how- 
ever, the general integrity of our food 
supply was maintained. Enforcement 
was aimed to insure honest labeling 
and no concessions were made for ex- 
pediency that would lower public con- 
fidence. As a result, there were few 
problems in resuming the higher stand- 
ards of a postwar economy, although 
high prices prevalent since that period 
have been tempting to the unscrupu- 
lous to take any advantage of the 
buyer. 

There will always be a regulatory 
problem in the economic adulteration 
field as long as one product closely re- 
sembles another selling at a higher 
price. A recent example has been the 
conviction of horsemeat racketeers who 
removed all required labeling and 
markings from horsemeat to sell it at 
triple the price as beef. In a somewhat 
similar fraud, "butterleggers" surrep- 
titiously repackaged oleomargarine 
and labeled it as butter, selling for 
more than twice as much. 
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The Federal Food, Drug, and Cos- 
metic Act covers animal feeds and vet- 
erinary remedies as well as products 
for human use. These controls are of 
great value to the farmer. He depends 
on the labeled protein content of feeds 
to determine both the price he should 
pay and the feeding schedules he 
should adopt. He is also protected 
from worthless animal and poultry 
remedies which, if used, may result in 
serious loss of stock that could be 
saved with proper medication. 

The story of the fight for pure foods 
would not be complete without recog- 
nition of the part played by the men 
behind the lines—the chemists, micro- 
analysts, biologists, bacteriologists, and 
pharmacologists who have developed 
the objective evidence that has made 
possible the progress of the past half 
century. Before a pharmacologist can 
test the effects of minute daily doses of 
a substance on laboratory animals, the 
chemist must develop methods to iso- 
late and measure them. The bacteriol- 
ogist must study the effects of bacterial 
contamination of foods, how it occurs, 
and how it can be prevented. The bio- 
chemist has basic responsibilities in the 
nutritional value of foods, not only in 
devising testing methods, but in guid- 
ing administrative decisions as to en- 
richment of products and the validity 
of labeling claims. 

In the struggle for pure food, the 
Food and Drug Administration has 
had valiant allies in other Federal 
groups, in State and local enforcement 
officers, and in the responsible elements 
of the regulated industries. 

The Bureau of Animal Industry, for- 
tified by the Meat Inspection Act of 
June 30, 1906, continued its elimina- 
tion of diseased animals brought to 
slaughter, but added to it post mortem 
examinations by veterinarians, of 
slaughtered animals and parts. It was 
also provided sanitary controls over 
slaughtering houses and supervision of 
all meat condemned by its inspectors. 
All unprocessed meat shipped in inter- 
state commerce now bears the stamp 
"U.  S.  Inspected and Passed,"  and 

processed meat products are labeled 
"U. S. Inspected and Passed by De- 
partment of Agriculture." 

The Public Health Service of the 
Department of Health, Education, and 
Welfare establishes uniform sanitary 
codes used by local health departments 
in the control of the sanitation of res- 
taurants, and has a comprehensive pro- 
gram to reduce or prevent pollution 
of the Nation's waters. 

State and city officials enforce their 
own laws and ordinances controlling 
products distributed within State lines, 
and work closely with Federal control 
officials in the planning and operation 
of food-protective measures that neither 
could accomplish alone. 

Last, but not least, has been the con- 
structive work of the food industry to 
produce better, purer foods. Its mem- 
bers have drawn themselves into asso- 
ciations which have improved their 
products, both by sanitation campaigns 
and collective research to solve techni- 
cal problems common to all. Most 
American food manufacturers today 
have the will and the know-how to 
produce the pure foods that the public 
wants. They accept the Food, Drug, 
and Cosmetic Act as a blueprint of 
their obligations to the Nation's con- 
sumers.  {Charles W. Crawford.) 

Payment 
for 
Quality 

The simplest way to pay producers 
is to pay the same price to all, regard- 
less of differences in quality—to pay 
Farmer A and Farmer B the same 
amount for a dozen eggs, say, although 
A's eggs are bigger and fresher, and of 
the color one wants. 

But we do that less and less today. 
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PAYMENT   FOR   QUALITY 

; We pay on the basis of quality for eggs 
and nearly everything else; Farmer A 
specializes in producing and marketing 
eggs, and the eggs he markets are of 
established grades, so we can choose 
the grade we want and are willing to 
pay for. 

Quality has come to mean the char- 
acteristics of a product that affect the 
price a buyer is willing to pay. The 
characteristics may be physical or 
psychological. In eggs, for example, 
that may mean size and freshness, plus 
the color, which in eggs has nothing 
to do with quality but with habit, 
preference, or attitudes. 

Farmers who participate in an effec- 
tive quality-improvement program are 
likely to receive higher average prices 
as they develop a reputation for high 
quality. Higher quality also may raise 
the overall demand for a commodity, 
raise the level of its prices, lower han- 
dling costs by cutting losses clue to 
spoilage and waste, and thus make a 
larger share of the consumer's dollar 
available to the farmer. 

Quality in food products embraces 
three major factors. 

The appearance of a product may 
have an important bearing on its sell- 
ing price. Appearance may have to 
do with color, shape, size, consistency, 
glossiness, uniformity, and flaws. 

Food products vary with respect to 
nutritional characteristics. Such vari- 
ations sometimes are reflected in the 
values of the products, but for most 
persons are harder to determine than 
the variations that can be determined 
by sight, taste, touch, or smell. 

Buyers and sellers of food also are 
concerned with preservation, sanita- 
tion, grittiness or uneven composition, 
and degree of ripeness. 

QUALITY STANDARDS relating to sani- 
tation may be used to achieve objec- 
tives other than improvement or main- 
tenance of product quality. Results of 
a study published in 1953 by the Na- 
tional Research Council showed eight 
significant factors in milk production 
and inspection of farms that related to 
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the sanitary quality of milk. It was 
concluded that—in terms of public 
health—there is no reason to make 
accepted health regulations more de- 
tailed and rigid. 

How a grading program incorpo- 
rating price differentials for varying 
qualities can raise prices to producers 
is demonstrated by a survey of egg 
marketing in 1951 in Ohio. The study 
determined the effects on production 
and marketing of paying producers 
according to quality, as measured by 
official grades. In 5 years the percent- 
age of eggs in the top grades increased 
from 56 to 72 percent for marketing 
firms using the grading program. Pro- 
ducers who were paid on the basis of 
quality increased their egg production, 
produced larger eggs, and received 
higher prices. 

The decline in demand for lard has 
affected the evaluation of quality of 
hogs. Hogs now should have a higher 
proportion of lean pork. To accom- 
plish that, hogs should be marketed at 
lighter weights because lard produc- 
tion increases rapidly as hogs become 
heavier. The meat-type hog, specially 
bred to produce pork with less internal 
fat, appears to be another answer to 
the problem. A producers' organiza- 
tion in the Midwest has made progress 
in the sale of hogs pooled by grade. 
Six times as many hogs were sold on 
grade by the association in 1952 as in 
195I' 

Premiums for extra quality vary in 
accordance with changes in the general 
economic situation, market price levels, 
production conditions, and consumers' 
preferences. In general, the premium 
for higher quality must be large enough 
to compensate the producer fully for 
increased costs of capital and labor 
and provide him with an incentive for 
changing his work habits. 

Unless price premiums remain high 
enough to meet such standards, pro- 
ducers are not likely to make the pro- 
duction changes necessary to achieve 
higher quality of product. 

On a given day, week, or month, a 
producer may not receive even a small 
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price differential for high quality be- 
cause on that clay maybe not even one 
quality-minded buyer is at the market, 
the market may be glutted just then, 
or consumer purchasing power may 
have dropped suddenly. Over a longer 
period of time, however, the producer 
usually can recover his extra produc- 
tion expense and make a profit. 

Since quality is inseparably related 
to value—even though the relationship 
may not always be apparent—it is also 
affected by quantity differences. Price 
usually reflects the interplay of demand 
and supply. A change in either will 
result in a change in value. In terms 
of technical standards, quality will not 
be affected by changes in demand and 
supply, but consumers may be more 
conscious of quality when incomes are 
high. Price differentials between quali- 
ties also will vary under different con- 
ditions of income and supply. Gener- 
ally the price premium for high quality 
will be greater when consumers have 
more money to spend or when sup- 
plies of the higher quality are less 
abundant. 

Premiums may be paid the farmer for 
some factors, such as yield in processing 
or firmness (fruits, melons), although 
they are not factors that affect quality 
as consumers judge quality. For most 
products, however, payment for quality 
is based on the same quality factors of 
the raw product as the finished prod- 
uct. Peas for processing are graded 
for size, color, and tenderness—factors 
that are the basis for quality and price 
differentials of the canned or frozen 
peas. 

Marketing agencies handling food 
products sold to consumers in their 
natural form also may reprice products 
on a different basis from the one on 
which they bought them. Quality 
changes often occur during the market- 
ing process because of variation in 
condition, ripeness, or other factors. 
Potatoes shipped long distances may 
drop one grade in quality. Peaches 
shipped to eastern markets may ad- 
vance one degree of ripeness. 

Usually the separation of a product 
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into various grades or qualities is 
undertaken by a marketing agency. It 
may be done when the products are 
assembled from the farm, at retail, or 
at some intermediate point. Often 
products are graded or sorted more 
than once. In canning, for example, 
the raw product is separated into 
various classifications according to 
prescribed specifications and, after 
processing, the finished goods also are 
graded. 

Marketing agencies must make the 
actual quality segregation and to a 
large degree determine the price 
differentials between qualities. The 
prices should be set at levels that will 
encourage production of improved 
quality, move the total supply (not 
just the best or poorest quality), and 
heighten demand through improved 
distribution. 

Because of the lack of other measures 
of quality, the customer may select 
products on the basis of price, which 
in itself is not always a good guide to 
quality. In a study in Ohio of price- 
quality relationships of canned fruits 
and vegetables, it was found that in 
one canned commodity only 51 per- 
cent of the samples were of the grade 
expected for the price paid. One-half 
of the rest graded higher than expected 
and one-half lower. The brand name 
was a more reliable guide to quality 
than price. 

On the other hand, a number of 
research studies have shown that a 
consumer will pay a premium for 
products considered to be high quality. 
The factors that a housewife associates 
with high quality may not necessarily 
be the standards of the distributor or 
producer. Ripeness of many fruits and 
vegetables is a quality factor, for 
example. Consumers consider fully 
ripe fruit to be of the best quality, but 
distributors are reluctant to handle it 
because they are more afraid of the risk 
of spoilage. Wholesalers and retailers 
usually prefer to market firm fruit 
even though the housewife likes it less 
because it is not ready to eat. 

Retail store tests of sales of Colorado 
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peaches of varying degrees of maturity peaches that had reached the best 
showed that consumers would pay up eating condition. {Donald E. Hirsch, 
to 7 cents a pound premium for ripe    J. K. Samuels.) 

PERCENTAGE OF TOTAL FEDERALLY INSPECTED SLAUGHTER OF LIVE- 

STOCK PURCHASED AT SOURCES OTHER THAN PUBLIC STOCKYARDS, 
UNITED STATES,1923-51 

1923 1925 1930 1935 1940 1945 1950 



The Industry 

One-fourth of the total 
number of business concerns in the United States are 

engaged in marketing, processing or manufacturing, and 

distributing farm products and goods made chiefly from 

them. Marketing charges in 1952 for goods derived chiefly 

from domestic agricultural products amounted to an es- 

timated 50 billion dollars. The growth of the corporate 

enterprises that process and distribute food on a national 

basis exemplifies an outstanding development of the pres- 

ent century in the marketing of farm goods—the appli- 

cation of techniques of mass production and distribution 
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to food products. But largeness that carries with it some 

degree of market control and monopoly power may alter 
competitive production and consumption patterns, dis- 
tort the allocation of basic resources, and reduce the 
ability of the economy to satisfy wants and the public 
welfare. A challenge for the future in agricultural mar- 
keting is to develop means of obtaining the efficiency of 

the large-scale organizations without excessive penalties 
from monopoly. 

Something 
About Size 
and Scope 

Marketing, processing or manufac- 
turing, and distributing farm products 
and goods made chiefly from them 
are the main activity of more than a 
million American firms—roughly one- 
fourth of the total number of business 
establishments in the United States. 

The firms range in size and scope of 
activity from corner groceries to giant 
meatpackers, flour millers, and super- 
markets. Among the industries that 
use chiefly agricultural raw materials 
are several types of businesses that not 
commonly are thought of as being part 
of agricultural marketing—textile mills 
and clothing manufacturers, for ex- 
ample, and the other industrial users of 
farm commodities, as well as depart- 
ment stores and the other distributors 
of the products of such industries. 

It is not easy to devise a single figure 
that will represent the overall im- 
portance of the business that is based 

on the farm products. The American 
consumers in 1953, as an example, 
bought about 100 billion dollars' 
worth of food, tobacco products, and 
apparel. This was two-fifths of con- 
sumer income after the taxes, or two- 
thirds of the consumer expenditure for 
consumers' goods. But that figure in- 
cludes many products not of an agri- 
cultural origin (fish, for example, and 
apparel made from synthetic fibers) 
and products made from imported 
materials. It does not include exports 
of farm commodities and the products 
that are processed from them. It like- 
wise leaves out household textiles and 
many other industrial products made 
in varying degree from agricultural 
raw materials. 

The million or more firms comprise 
about one-half of the total number of 
businesses engaged in manufacturing 
and trade. Most of them are in retail- 
ing. About 900,000 firms were engaged 
in 1953 in retailing products derived 
mainly from farm commodities. They 
were more than one-half of the total 
number of all retail firms in the United 
States. So diverse are they that they 
usually are not considered together. 
They are organized into separate trade 
associations and mostly have separate, 
though   overlapping,    manufacturing 
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and wholesaling channels of supply. 
Despite the wide variety of businesses 
included, a substantial volume of farm 
products reaches consumers outside of 
those channels. 

THE FOOD GROUP includes 450,000 
firms. Their sales, 41 billion dollars in 
1953, accounted for almost half of 
retail sales of farm-derived products 
and one-fourth of all retail sales. 

Grocery firms dominate the food 
group in terms of number of stores 
and volume of sales. More specialized 
foodstores are also included—meat and 
fish markets, fruit and vegetable stores, 
confectioneries, dairy products stores, 
bakeries, and egg and poultry deal- 
ers—and also some general stores that 
sell food. 

In the first two years after the war, 
when the number of new businesses in 
all lines was unusually high, the num- 
ber of firms in the retail food group 
went up from 450,000 to 500,000. 

The postwar peak in the number of 
retail food firms, reached in 1948, was 
somewhat below the number in opera- 
tion before the war. The number of 
firms discontinuing operations between 
1948 and 1953 exceeded the new firms 
entering the retail food trade in each 
year, although total sales increased 
during the period. Most of the drop 
has been among the small stores. 
Although the number of failures has 
not been high—averaging about 2 
percent of the total number of discon- 
tinued businesses—the small grocery 
store has lost ground in competition 
with the larger self-service type of 
store that handles meats and a full line 
of groceries. Independent stores and 
the chains alike have participated in 
the trend. 

EATING PLACES are an important part 
of the retail marketing of agricultural 
products. There were more than 
350,000 such firms in the United States 
in 1953. Their sales of food and bev- 
erages were about 13 billion dollars in 
1953. The total includes the sales of 
varied types of establishments—regu- 
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lar restaurants and hotel dining rooms, 
bars, taverns, and nightclubs, dining 
and buffet cars, school lunchrooms and 
fraternities, and clubs and industrial 
lunchrooms. It does not include eating 
places in other retail establishments 
such as drugstore lunch counters, restau- 
rants in department and variety stores, 
hospitals, boarding houses, and clubs. 

Some increase in the number of 
firms whose primary business is the 
operation of the eating and drinking 
establishments occurred during the 
latter part of the war, and the peak in 
total number came in 1947. Since then 
the number discontinuing business has 
exceeded the new units organized. 
These firms are typically small-scale. 
Among them are few chain organiza- 
tions and large individual establish- 
ments. 

RETAIL FIRMS selling chiefly nonfood 
farm products include clothing and 
shoe stores, dry goods and general mer- 
chandise stores, department stores, and 
feed, farm, and garden supply stores. 
Grouped into separate trade associa- 
tions, they have little in common. 

There were about 150,000 firms in 
the apparel and general merchandise 
group in 1953, and sales totaled ap- 
proximately 30 billion dollars. Two- 
thirds of the firms in this group sold 
apparel and shoes. 

The individual stores in the apparel 
group in 1948 varied in size as did 
grocery-combination stores, except that 
the proportion of large stores, with an- 
nual sales of 500,000 dollars or more, 
was smaller. The few large clothing 
stores, however, accounted for a sub- 
stantial part of total sales. The top i 
percent of the stores had 20 percent of 
sales for the group; the top 2 percent 
had 30 percent of sales. Chainstores 
(with 11 or more units) accounted for 
about 20 percent of sales in the apparel 
group. 

General merchandise firms num- 
bered 50,000 in 1953; not counted 
among them were those classified as 
"general stores with food." Depart- 
ment stores comprise about 5 percent 
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of the total number of stores in this 
group, but their sales represent Go per- 
cent of the total for the general mer- 
chandise group. 

Approximately Go percent of all de- 
partment stores in 1948 had sales of a 
million dollars or more. These large 
stores accounted for 94 percent of all 
department-store sales in that year, 
averaging more than G million dollars 
a store. These figures, of course, refer 
to total sales, not just goods of agricul- 
tural origin. 

WHOLESALE establishments selling 
agricultural products numbered about 
80,000 in 1948, approximately the 
same as in 1939. (Those were the years 
of the two latest censuses; no intercen- 
sal estimates are available.) During 
this period the number of assemblers 
of farm products dropped about one- 
third, as the improved transportation 
tipped the economic scales against the 
small local assembler. The decrease 
was most rapid for dealers in dairy 
and poultry products (from 9,000 in 
1939 to 4,000 in 1948), but the num- 
bers of assemblers of fruits and vege- 
tables, cotton, grain, and livestock 
also dropped. The number of mer- 
chant wholesalers of farm products in- 
creased substantially in all the main 
types of trade. 

FIRMS PROCESSING farm products con- 
stitute between one-third and one- 
fourth of all manufacturing businesses. 
Of 95,000 firms engaged principally in 
processing farm products in 1953, 
about 40,000 manufactured foods and 
beverages, 40,000 were the apparel 
and finished textile concerns, and 
15,000 were textile mills and makers of 
leather products. 

The number of food manufacturers 
has been relatively stable since 1939, 
but the number of textile mills has in- 
creased by one-third. Most of the rise 
occurred immediately following the 
Second World War. The apparel and 
leather firms rose 50 percent by 1947 
but have remained relatively constant 
since that time. 
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EMPLOYMENT in the types of firms 
we have described exceeded 11 million 
in 1953—including part-time workers, 
active proprietors, and unpaid family 
workers. Not all of these workers 
were engaged in marketing farm prod- 
ucts. However, the total docs not in- 
clude workers in railroads, trucklines, 
financial agencies, and other businesses 
engaged principally in marketing non- 
agricultural products, even though the 
employees of those firms perform im- 
portant marketing functions for farm 
products. 

About one factory worker in four 
processes products derived principally 
from the farm. There were 4.4 million 
employees in industries in 1953 whose 
chief raw materials were of farm ori- 
gin. Those who made food and kindred 
products were the largest group, 1.5 
million workers. Another million were 
employed in each of two industries— 
textile mills and apparel and finished 
textile products. Leather and leather- 
products industries employed 380,000 
and tobacco about 100,000. 

Approximately one million workers 
were engaged in wholesale trade in 
1953 in firms dealing mainly in farm 
products. 

An estimated G million workers were 
employed in 1953 in firms selling prod- 
ucts derived chiefly from farm mate- 
rials. This includes part-time employ- 
ees and unpaid family workers as well 
as active proprietors. Employment in 
the retail segment of agricultural mar- 
keting has risen substantially—around 
1,500,000 between 1939 and 1948 and 
300,000 more by 1953. 

Referring again to the detailed fig- 
ures available for 1948, we find, of a 
total of 5, Goo, 000 workers, nearly 
700,000 unpaid members of the fam- 
ilies of the proprietors and approxi- 
mately 800,000 part-time workers. 
This leaves about 4,100,000 workers. 
Somewhat more than a million of them 
were active proprietors; the rest were 
full-time paid employees. About two- 
thirds of the workers in retail distri- 
bution of agricultural products were 
in foodstores and eating places. Most 
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of the others were in apparel and 
department stores. 

The number of active proprietors 
increased about 10 percent between 
193g and 1948, with some gain in 
most of the principal types of stores, 
except foods tores. The number of full- 
time paid employees rose 50 percent 
during the period, from 2 million in 
1939 to more than 3 million in 1948. 
The combined increase in full-time 
employment was one-third between 
1939 and 1948. Physical volume of 
trade increased by one-half in the 
same period, suggesting some moder- 
ate increase in physical volume of 
goods sold per employee, though con- 
siderably less than the increase in gross 
output per employee in nonagricul- 
tural industry as a whole or in agri- 
cultural production itself. 

Agricultural processing firms in- 
vested more than a billion dollars an- 
nually from 1946 through 1953 in new 
plant and equipment. In 1948, 1.7 
billion dollars was invested, com- 
pared to 380 million dollars in 1939. 
Each of the principal agricultural in- 
dustries—food, beverages, textiles, and 
tobacco—reached a high point in its 
capital-investment program in 1948. 
Spending for plant and equipment for 
agricultural processing firms then was 
nearly one-fifth of total capital invest- 
ment in all manufacturing firms— 
about the same proportion as in 1939. 
In subsequent years the rate of invest- 
ment decreased to about i.i billion 
dollars in 1953, whereas industry as a 
whole pushed investment to a new 
high as defense and defense-related 
industries expanded capacity rapidly. 

If adjustment is made for increases 
in costs of construction and equipment, 
investment in the agricultural indus- 
tries in 1953 was two-fifths higher than 
in 1939. The expansion was general— 
about the same rate for each of the 
major groups except beverages, which 
expanded at twice the average rate. 
Capital investment other than in man- 
ufacturing also has been substantial, 
especially at the retail level. 

Railroads, trucklines, and other car- 
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riers are among the most important 
types of businesses from the farmer's 
standpoint. Freight of agricultural ori- 
gin is likewise important to the trans- 
portation agencies, although it is far 
from a major part of their business. 

Data on their operations are most 
complete for the railroads. Products 
of agriculture (excluding bananas and 
coffee), animals and animal products, 
and the main semimanufactured and 
finished goods made from farm prod- 
ucts together accounted for more than 
20 percent of railway freight revenue 
in 1953, Their share in tonnage hauled 
was less, about 15 percent, reflecting 
the relatively long hauls of much such 
freight as well as differences in rate 
structures. 

The proportion of truck traffic is 
roughly comparable, perhaps higher. 
Agricultural products in 1936-1937 
accounted for about 25 percent of the 
total number of truckloads. We have 
no more recent data to show how the 
figure may have changed since then. 

Other types of service enterprises— 
banks and insurance companies, tele- 
phone and telegraph companies, and 
advertising agencies, to mention only 
a few—likewise derive appreciable 
amounts of business from activities re- 
lating to the marketing of agricultural 
commodities. 

Economies 
of 
Size 

Nearly all phases of food processing 
and distribution are carried on by a 
great number of enterprises and types 
of enterprises. They vary in size from 
small, family undertakings to inte- 
grated national corporations whose 
annual sales run to hundreds of mil- 
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of the others were in apparel and 
department stores. 

The number of active proprietors 
increased about 10 percent between 
193g and 1948, with some gain in 
most of the principal types of stores, 
except foods tores. The number of full- 
time paid employees rose 50 percent 
during the period, from 2 million in 
1939 to more than 3 million in 1948. 
The combined increase in full-time 
employment was one-third between 
1939 and 1948. Physical volume of 
trade increased by one-half in the 
same period, suggesting some moder- 
ate increase in physical volume of 
goods sold per employee, though con- 
siderably less than the increase in gross 
output per employee in nonagricul- 
tural industry as a whole or in agri- 
cultural production itself. 

Agricultural processing firms in- 
vested more than a billion dollars an- 
nually from 1946 through 1953 in new 
plant and equipment. In 1948, 1.7 
billion dollars was invested, com- 
pared to 380 million dollars in 1939. 
Each of the principal agricultural in- 
dustries—food, beverages, textiles, and 
tobacco—reached a high point in its 
capital-investment program in 1948. 
Spending for plant and equipment for 
agricultural processing firms then was 
nearly one-fifth of total capital invest- 
ment in all manufacturing firms— 
about the same proportion as in 1939. 
In subsequent years the rate of invest- 
ment decreased to about i.i billion 
dollars in 1953, whereas industry as a 
whole pushed investment to a new 
high as defense and defense-related 
industries expanded capacity rapidly. 

If adjustment is made for increases 
in costs of construction and equipment, 
investment in the agricultural indus- 
tries in 1953 was two-fifths higher than 
in 1939. The expansion was general— 
about the same rate for each of the 
major groups except beverages, which 
expanded at twice the average rate. 
Capital investment other than in man- 
ufacturing also has been substantial, 
especially at the retail level. 

Railroads, trucklines, and other car- 

YEARBOOK   OF   AGRICULTURE   1954 

riers are among the most important 
types of businesses from the farmer's 
standpoint. Freight of agricultural ori- 
gin is likewise important to the trans- 
portation agencies, although it is far 
from a major part of their business. 

Data on their operations are most 
complete for the railroads. Products 
of agriculture (excluding bananas and 
coffee), animals and animal products, 
and the main semimanufactured and 
finished goods made from farm prod- 
ucts together accounted for more than 
20 percent of railway freight revenue 
in 1953, Their share in tonnage hauled 
was less, about 15 percent, reflecting 
the relatively long hauls of much such 
freight as well as differences in rate 
structures. 

The proportion of truck traffic is 
roughly comparable, perhaps higher. 
Agricultural products in 1936-1937 
accounted for about 25 percent of the 
total number of truckloads. We have 
no more recent data to show how the 
figure may have changed since then. 

Other types of service enterprises— 
banks and insurance companies, tele- 
phone and telegraph companies, and 
advertising agencies, to mention only 
a few—likewise derive appreciable 
amounts of business from activities re- 
lating to the marketing of agricultural 
commodities. 

Economies 
of 
Size 

Nearly all phases of food processing 
and distribution are carried on by a 
great number of enterprises and types 
of enterprises. They vary in size from 
small, family undertakings to inte- 
grated national corporations whose 
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lions and even billions of dollars. Some 
are independently owned. Some arc 
corporately owned. Some—here the 
food industries are unique—are coop- 
eratively owned. As a generalization, 
large-scale enterprise is important in 
the food field, but does not predomi- 
nate to the extent found in most non- 
food lines of industry. 

The integration of different func- 
tions within a single firm has also 
taken several forms in the food indus- 
tries. There are, for instance, the cor- 
porate grocery chains, which specialize 
in food retailing but which have inte- 
grated the wholesale function as well 
as some food manufacturing and as- 
sembling operations. 

Integrating in the opposite direction 
are the large food manufacturers who 
specialize in manufacturing but fre- 
quently distribute their products 
through to the retail level. 

Some companies have expanded 
their sales horizontally. Others have 
done so mainly by adding to their line 
of products. For each type of expan- 
sion or integration there are simple 
and logical reasons. 

In any given food-manufacturing 
field, the typical pattern is likely to be 
this: There will usually be three or 
more firms operating on a national 
basis—the so-called "national brand" 
companies. Generally they manufac- 
ture a large line of related food prod- 
ucts—not just one or two—and they 
carry the products forward to the 
retailer with their own salesmen and 
through their own distributive facili- 
ties. Examples are the "Big Four" 
meatpackers, the Borden Company 
and the Kraft Foods Company for 
dairy products, and General Mills and 
Pillsbury for flour products. 

Competing with them are 20 to 50 
or more companies in any given line 
that operate on an interstate or region- 
al basis. Generally they have a smaller 
family of products than their national 
competitors and they more likely use 
specialized jobbers and wholesalers to 
get their products to the retailer. But 
nevertheless they are large-scale enter- 
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prises that use the technologies of 
mass production and distribution. 

And, finally, there are hundreds and 
thousands of small manufacturing es- 
tablishments for most food products— 
local cheese factories, creameries, flour 
mills, canneries, slaughtering establish- 
ments—for the first step in manufac- 
turing food products. Even most of 
the simplest food-manufacturing proc- 
esses have become mechanized to 
the point where a considerable capital 
outlay is required for efficient oper- 
ations. The result is that many of 
the local establishments are owned by 
incorporated local companies or by 
producer-cooperatives, rather than by 
individuals. 

The family-size or independently 
owned enterprise (as exemplified by 
the independent grocer) retains a po- 
sition of relatively greater importance 
in food distribution than in most lines 
of food manufacturing. 

Again we find several large chains 
(Atlantic and Pacific Tea Co., Safe- 
way, and Kroger) operating on a na- 
tional basis. Such companies almost 
always integrate the grocery wholesal- 
ing function for their retail units. Fre- 
quently they carry on extensive food- 
manufacturing operations for some of 
the food products sold under their own 
brands—baking, coffee roasting, can- 
ning, preserving, and manufacturing 
evaporated milk. 

Next below them arc several hun- 
dred smaller chains tore and super- 
market systems, all of them mass dis- 
tributors of food. They usually operate 
warehouse units to serve their retail 
stores. They have their private brands, 
buy direct from the manufacturer, and 
are similar in method of operation to 
the national and regional chains but 
on a smaller scale. 

Nevertheless, the so-called inde- 
pendent grocer still handles more than 
half of the food products sold to the 
consumer. The small-business man has 
retained his position better in the field 
of food retailing than in any other 
major sector of the economy, except 
farming. 
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For that there are two reasons. First 
is that only a small amount of capital 
is required to establish a retail food- 
store as compared with, say, a modern 
milk plant or flour mill. Second, the 
progressive, independent grocer has 
been able to obtain for himself many 
of the advantages of mass distribution 
by organizing cooperatively into the 
so-called voluntary or cooperative 
chains. By so organizing, the small re- 
tailers can operate a cooperatively 
owned warehouse, buy directly from 
the manufacturer, have private brands, 
advertise jointly in local newspapers, 
and standardize and improve their 
store merchandising and operating 
methods. 

Producer cooperatives are an im- 
portant segment of our food economy, 
but their activities mostly are con- 
fined to the local assembling and first- 
processing of food products. Local 
creameries, the cheese factories, grain 
elevators, produce assembling plants, 
and livestock shipping associations are 
the types of facilities frequently owned 
and operated by producer coopera- 
tives. Meatpacking, corn processing, 
flour milling, and fruit and vegetable 
canning, which require larger capital 
outlays, are not engaged in by pro- 
ducer cooperatives to any significant 
extent. 

But a number of producer marketing 
cooperatives are big. One is the Cali- 
fornia Citrus Exchange, which as- 
sembles and packs a large part of the 
citrus fruits produced on the west coast 
and operates terminal markets for 
them. Another example is Land 
(yLakes Creameries, a marketing or- 
ganization for local cooperative cream- 
eries and cheese factories in several 
Midwest States. It assembles butter 
and cheese from its member factories, 
packages the products into consumer- 
size units, has a nationally advertised 
brand, and operates distributing sales 
branches in some of the major con- 
suming centers. Cooperative organiza- 
tions of such a type and scale, however, 
are the exception and not the rule for 
most agricultural products. 
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Why has this development toward 
large-scale enterprise in the food field 
taken place? Are there valid reasons 
in terms of technologies and operating 
economies, or have the reasons been 
mainly exploitive, as a few insist? Why 
does a company expand its operations 
geographically until it becomes re- 
gional and national in its scope? Why 
does it integrate vertically, or add ad- 
ditional products to its line? What is 
it that ultimately determines the size 
and type of business enterprise? 

THE TECHNOLOGY of production— 
the kind, cost, and complexity of the 
productive processes and the buildings 
and machinery required to carry them 
out—is the major factor in determin- 
ing the size of business enterprise. It 
is patently impossible to roll a sheet 
of steel in a blacksmith shop or to 
assemble an automobile in a garage 
from parts made in a thousand small 
machine shops. In those and similar 
industries, modern techniques of pro- 
duction have long since resulted in 
large-scale enterprise, which is the 
only way the techniques could be 
utilized and applied. 

That food manufacturing and dis- 
tributing technologies have likewise 
become vastly more mechanized dur- 
ing the past 50 years is a fundamental 
reason for the growth of large-scale 
enterprise in this field. But in one 
important respect the food industries 
differ from, say, the automobile and 
steel industries. Technological forces 
in the food field, important as they 
have been, thus far have not impelled 
so strongly toward greater scale as in 
most other parts of the economy. 
Medium-sized and even small indus- 
try therefore retains a place of relative 
importance in the handling of food.. 

Several examples illustrate the point. 
One can slaughter a pig or make a 
cheddar of cheese in a small plant 
with simple machinery and modest 
investment. Therefore a place remains 
for the local slaughterhouse and the 
small cheese factory. But mass produc- 
tion methods can be applied to the 
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dissembling of a pig the same as to the 
assembling of an automobile. That is 
why most livestock slaughter today is 
done in million-dollar plants. 

Dairy-manufacturing facilities, while 
not on the average so large as meat- 
slaughtering establishments (because 
milk is perishable), have shown the 
same trend toward large-scale units 
and for the same basic reason. For 
instance, a spray drier to dry the whey 
resulting from chcesemaking costs 
about 75,000 dollars. That is why milk 
plants, corporately or cooperatively 
owned and costing upwards of a mil- 
lion dollars, are found competing with 
the small creamery or cheese factory 
in the dairy areas, and frequently sup- 
plementing the operations of the small 
plants by providing them an outlet for 
the whey or skim milk which they are 
not in position to utilize in their plants. 

The past half century has brought 
hundreds of improvements and changes 
in the technology of food manufac- 
ture—most of them requiring larger 
and larger capital outlays for most 
efficient application. The reclamation 
of byproducts, already mentioned, is 
becoming increasingly important as 
the chemists discover new and valu- 
able elements in farm products and 
engineers devise new methods to 
reclaim and process them. 

Most foods are put up by the man- 
ufacturer in consumer-size packages. 
The packaging operation, whether it 
be filling a container or putting a 
carton around the product, must be 
mechanized if it is to be done effi- 
ciently. Some types of packaging can 
be done with small and fairly simple 
machines, within the range of expend- 
iture of the small operator. But the 
more difficult packaging operations— 
done at high speeds and highly mech- 
anized (and this includes most of 
them)—require plants and machinery 
that cost hundreds of thousands of 
dollars. 

Another development is the pallet 
truck, which can lift and transport raw 
materials and finished goods within a 
plant, thereby eliminating much hand 
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labor. The result is added impetus 
toward larger, one-floor manufactur- 
ing and warehouse units, in which the 
pallet truck can be utilized efficiently. 

The basic processes used in the man- 
ufacture of most food products have 
been known for centuries, and the 
more recent of the technological im- 
provements have been mainly those of 
greater mechanization of a known 
process. But some of the techniques de- 
veloped and applied during the past 
50 years have given us new food 
forms—ready-to-eat breakfast cereals, 
evaporated milk, packaged cheese, and 
many more. They are handled mostly 
by the bigger corporate units because 
of the large capital outlay required to 
develop, produce, and merchandise a 
new product. 

THUS FAR we have discussed the 
technological factors that have tended 
to increase the physical size of the 
manufacturing plant. Left unanswered 
is the question of why a chainstore 
system will integrate the wholesale 
function for its retail units or why a 
large food manufacturer will under- 
take the jobbing and wholesale func- 
tions for his products. 

One of the chief reasons for such 
vertical integration is this': Economies 
can be made by moving a product 
through the various stages of manu- 
facture and distribution within a single 
company, rather than by ownership 
transfers at each stage in the marketing 
process. 

By operating their own wholesale 
warehouses for their retail store units, 
the chainstore systems have eliminated 
the cost of countless salesmen calling 
on each of their individual stores in 
order to sell them. Along with this 
goes centralized buying for the store 
units, which enables the product to 
move direct from the manufacturer's 
plant or distributing unit to the chain- 
store warehouse. 

Other economies are associated with 
integrated mass distribution—quick 
turnover, standardized store merchan- 
dising   practices,   careful   accounting 
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procedures for the reduction of costs. 
Their application is not confined to 
the larger corporate chains. But the 
savings to be obtained by moving 
product from stage to stage within a 
company rather than by ownership 
transfer at each stage is one of the chief 
reasons for vertical integration in any 
field, whether from the retailer back 
to the manufacturer or from the manu- 
facturer forward toward the retailer. 

Next comes the question of why a 
large meatpacking company, for in- 
stance, would want to add butter and 
cheese to its line, or why some dairy 
company might add salad dressing or 
any of a score of products not directly 
related to milk. 

A considerable part of the selling and 
distributive expenses incurred by an 
integrated manufacturer and distribu- 
tor of food (costs of sales branch houses, 
salesmen's salaries, expenditures for 
advertising) are in the nature of a fixed 
overhead, and one of the ways to 
reduce such costs on a per unit basis 
is to increase the sales volume by add- 
ing products to the line. 

Once a company has incurred the 
expense of building or acquiring a 
sales branch house, it naturally will 
try to put through it the greatest pos- 
sible tonnage to reduce overhead in 
the branch house. Similarly, when a 
salesman is calling on a grocer, the cost 
of his salary as a percentage of the 
price of goods sold is patently less on 
an order of 200 dollars for 10 food 
items than on an order of 20 dollars 
for one or two. 

The same principle of overhead cost 
applies in many respects to advertising. 
Having bought advertising space in a 
national magazine, the cost per unit 
of increased sales resulting from run- 
ning any six related products in the 
advertisement is obviously less than 
if the same advertisement were devoted 
to only one or two of them. Here also 
is one of the main reasons why com- 
panies that advertise their products 
extensively try to obtain national dis- 
tribution for the products. If they are 
big enough to use national magazine, 
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radio, or television advertising media, 
they lose a part of the value of such 
advertising unless the geographical 
scope of their distribution corresponds 
roughly with that of the medium. 

In still another way this principle of 
overhead costs leads a company to- 
ward continued expansion and greater 
size—the growth factor in part result- 
ing from the imbalance of a company's 
various parts. 

For instance, a company decides to 
modernize or rebuild its production 
facilities. If it is an up-and-coming 
company, it will build its plant capac- 
ity beyond its current sales volume. 
Having done so, it tries to run the new 
plant facilities to full capacity in order 
to reduce plant overhead. So it adds 
to its staff of salesmen, redoubles its 
selling efforts, and perhaps builds new 
sales branch houses to handle its 
increased output. Because the costs of 
the new sales facilities are in part fixed 
or overhead costs, they in turn lead 
the firm to add to its line of products 
and perhaps expand production facil- 
ities even further to reduce selling 
costs, and so the cycle starts again. 

IF A FIRM is to maintain or advance 
its position in a competitive field under 
conditions of a changing technology, 
it must spend large sums on technical 
research and development. A food 
firm, for instance, is under constant 
competitive pressure to improve its 
product, reduce production costs by 
greater mechanization, improve the 
packaging of its products, find new 
uses for them, or to make a better 
disposition of its byproducts. 

Such developments are usually the 
result of planned research, carried on 
by specialists and at considerable cost 
to the company that undertakes it. 

Most of the technological innovations 
in any industrial field therefore come 
mainly from the larger firms in that 
field ; the innovations in turn contribute 
to their further growth and expansion. 

Many revolutionary discoveries in 
food technology have resulted from the 
work of scientists in universities, and 
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colleges, and Government agencies. 
But the application of the discoveries, 
first in the pilot plant and then in 
regular production processes, also is 
usually a long and costly development, 
which only a large enterprise is in 
position to undertake. 

Thus the size and type of business 
enterprise is determined largely by the 
technology of the times. 

Where will it lead? Is there any 
practical limit to this development— 
or are we destined ultimately to a 
situation where large segments of the 
food industries will be carried on by 
only a few gigantic companies, with 
no place remaining for the small or 
medium-size enterprise? 

In some lines of industry that has 
already happened, but in my judg- 
ment it is not likely to happen in foods. 
The growth of big business in foods 
since the igso's has been at a slower 
and slower rate, and the organiza- 
tional pattern in foods has not changed 
greatly in the past 25 years. Some of 
the major food companies have con- 
tinued to grow at a slow pace in terms 
of tonnage, but many of them have 
held a relatively static position. More 
noticeable has been the growth of 
medium-size companies; but, as we 
have seen, there are thousands of such 
companies in the food field and the 
degree of concentration of control 
(the percentage of business done by 
one or a few firms) remains low. 

He would be rash indeed who would 
predict the technology of food produc- 
tion in the year 2000. The chemical 
synthesis of food nutrients into palat- 
able forms from nonagricultural prod- 
ucts, as an example, might change 
completely the nature of the food 
industries as we now know them. But 
on the reasonable assumption that 
present food manufacturing techniques 
do not undergo revolutionary changes 
within our time, the structure of the 
food industries probably will remain 
much as it now is—an array of small, 
medium-size, and large firms, all with 
a rightful place in our food economy. 
(A. C, Hoffman.) 
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Efficiency, 

Size, and 

Monopoly 

Among manufacturing and process- 
ing establishments, which are large 
compared to agricultural wholesaling 
and retailing establishments, have the 
most important increases in scale 
occurred. 

The number of flour and meal mills 
dropped from 12,000 in 1909 to 1,200 
in 1947, while average employment 
in a plant increased from 4 to 32 men. 

This is a good example of the com- 
pelling influence of technological de- 
velopments; the use of rolls, rather than 
grinding disks, and air separation of 
bran and flour required large units to 
operate effectively and spelled the 
doom of the local grist mill. 

Technological developments have 
been rapid in the canning, preserving, 
and freezing industry, and employ- 
ment in the average plant more than 
doubled between 1919 and 1947. 
Large-scale organization in meatpack- 
ing occurred at a relatively early date, 
and was encouraged by greater effi- 
ciency and by the economical use of 
byproducts by the large packers. 

Reports for the 1939-1947 period, 
however, indicate a 50-percent increase 
in the number of meatpackers. Better 
communications and transportation 
contributed to this decentralization, 
but the war and price control have 
been factors. 

Changes in the number and average 
size of dairy manufacturing plants are 
related to four main factors: Improved 
highways and trucks, permitting the 
economical expansion of milk collec- 
tion areas and plant volumes; tech- 
nological improvements,  although in 
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the past quarter of a century they have 
been primarily in materials handling 
and allied activities rather than in the 
basic manufacturing methods; shifts 
in consumer preferences and demand, 
especially in the reduced consumption 
of butter; and wartime changes in milk 
utilization, which emphasized whole 
milk and skim milk products and was 
greatly encouraged by the Govern- 
ment through price controls, price 
supports, and purchases. 

Between 1939 and 1951, the output 
of creamery butter dropped 32 percent, 
the number of creameries decreased by 
38 percent, and the output per plant 
increased 9 percent. The number of 
cheese plants dropped 30 percent while 
the output per plant increased 130 
percent. 

The number of concentrated milk 
plants fell 16 percent, while output per 
plant increased 60 percent. The total 
output of nonfat dry milk solids in- 
creased by more than 160 percent be- 
tween 1939 and 1951, the number of 
plants increased 65 percent, and the 
output per plant increased nearly 60 
percent. 

A sharp decline, from 15,000 in 1909 
to 1,000 in 1947, has occurred in the 
number of establishments that manu- 
facture cigars and cigarettes. Most of 
it was in cigar manufacturing and 
followed the change from hand to ma- 
chine methods and a shift in smoking 
habits to cigarettes. The number of 
cigarette factories varied from 49 in 
1929 to 28 in 1947, when employment 
reached nearly 1,000 persons in the 
average factory. 

These data on marketing and proc- 
essing indicate trends in plant size, but 
they do not reflect changes in the con- 
centration of ownership. Many firms 
own a number of plant facilities and a 
substantial share of the total business 
may thus be in the hands of a small 
number of corporations. 

In agricultural marketing, growth of 
this type was especially important 
before 1935. The trend seems to have 
leveled off in the 1940's, when the 
major characteristic was a shift from 
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small- to medium-size firms rather 
than a continued growth of very large, 
dominant firms. In 1949, the sales of 
the four largest firms in several food- 
processing industries accounted for 56 
percent of the total sales of dairy 
products, 46 percent for meat prod- 
ucts, 26 percent each for grain-mill 
products and bakery products, and 23 
percent for the canning, preserving, 
and freezing industry. The five leading 
grocery, chains accounted for approxi- 
mately 25 percent of total sales by all 
grocery and combination stores in 
1949. Cigarette-manufacturing fac- 
tories are few in number and large in 
size; the leading three or four firms 
account for 80 to 90 percent of the 
total business. 

The conflict between large-scale or- 
ganization and the public welfare lies 
in the possibilities for monopolistic 
control and exploitation. 

Largeness that carries with it some 
degree of market control and monop- 
oly power may alter competitive pro- 
duction and consumption patterns, dis- 
tort the allocation of basic resources, 
and reduce the ability of the econo- 
my to satisfy wants and improve the 
welfare. 

We have long had a clear policy 
against monopoly, but legislation to 
implement the policy has been con- 
fused and conflicting. It has varied 
from absolute prohibition, under the 
antitrust laws, of any mergers or col- 
lusive actions in restraint of trade, to 
specific permission, under the fair-trade 
laws, of concerted action to fix prices, 
and the making of such actions com- 
pulsory upon all sellers, whether parties 
to the agreement or not. It has empha- 
sized protection of competitors from 
big business, including the use of steeply 
graduated taxes on chainstores. Such 
actions implicitly assume that the dan- 
gers of bigness or of monopoly power 
outweigh any advantages of efficiency 
of large-scale organizations. 

In other situations government policy 
has turned to the regulation of firms as 
public utilities or to public ownership 
and operation. 
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Under public-utility status, some 
firms arc granted monopoly but are 
regulated with reference to prices that 
can be charged. The exemption of 
these activities from antitrust legisla- 
tion is a frank admission that the effi- 
ciencies of large-scale organization are 
so great as to make any move to smaller 
firms and larger numbers impractical. 
Public-utility regulation has been used 
in such areas as transportation, electric 
power, and water supply. 

Public ownership has had even more 
limited application, although some 
items of direct interest to agricultural 
marketing have been handled in this 
way. The most common example is the 
highway system, and terminal and 
city marketing facilities are sometimes 
provided by local government agen- 
cies. In these cases government par- 
ticipation is limited to providing the 
physical facilities and establishing cer- 
tain regulations for the conduct of the 
market, and does not extend directly 
into price formation. 

Specifically in the case of agricul- 
ture, government has intervened in 
several ways in the free working of the 
market. To balance the bargaining 
position of various groups, it has fos- 
tered the development of farmers'coop- 
erative marketing associations. Num- 
erous regulatory laws have been 
enacted to assure fair competition and 
prevent the exercise of monopolistic 
power in the market place. The Gov- 
ernment has also entered directly into 
market control through such programs 
as marketing agreements and orders 
and price-support activities. Various 
of these programs, both those of gen- 
eral economic application and those 
specifically applied to agricultural 
marketing, are discussed in other parts 
of this Yearbook. 

THE CHALLENGE for the future in 
agricultural marketing is to develop 
means of obtaining the efficiencies of 
large-scale organization without ex- 
cessive penalties from monopoly. 
Marketing costs and the price spread 
between producer and consumer have 
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long been of major concern to our 
farmers. It is frequently implied that 
low farm prices and high consumer 
prices are the result of monopoly and 
high profit levels. While some monop- 
olistic situations undoubtedly exist, 
there is little evidence to support this 
point of view. Marketing costs remain 
high because of the difficulties of 
developing and applying an effective 
technology. 

Nor is there evidence to support the 
contention that "free" competition 
will result in rapid improvements in 
marketing efficiency. Many studies 
have pointed out that the unregulated 
development of the system has resulted 
in an excessive number of firms, in 
duplication of plant and transporta- 
tion facilities, in excess capacity and a 
predominance of plants too small to 
achieve important economies of scale. 
This is in part a reflection of the slow- 
ness with which the system adjusts to 
new technological conditions, and in 
part the result of elements of spatial 
monopoly that cannot be avoided. 

PUBLIC CONCERN with marketing 
costs was reaffirmed in the Research 
and Marketing Act of 1946. It in- 
creased the financial support for re- 
search studies of marketing efficiency. 
If the objectives of the legislation are 
to be achieved, an increasing amount 
of research should be devoted to 
studies of the real economies of scale, 
and of the combination of marketing, 
transportation, and processing facili- 
ties into the most efficient systems for 
particular commodities and the geo- 
graphic areas. Even more important, 
it means study of the decision-making 
processes in industry and government 
to develop effective means of encourag- 
ing market reorganization. Finally it 
requires that we find ways to permit 
and efiectively encourage develop- 
ments in efficiency and restrict the 
abuse of monopoly power. Until this 
challenge is met, I think we can expect 
little in the way of fundamental reduc- 
tions in agricultural marketing costs. 
{R. G. Bressler, Jr.) 
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Some of the 
Levies Against 
Marketing 

Some factors add to the expenses of 
marketing food but may be hidden or 
overlooked because their influence is 
indirect. 

Some indirect costs occur as market- 
ing costs primarily because the con- 
centration of goods in the marketing 
channel offers a greater opportunity 
for assessment of levies than exists at 
the points of production or consump- 
tion where large numbers of persons are 
involved. Excise and processing taxes 
thus are generally levied against food 
commodities at the processing or dis- 
tributing level, because it is less diffi- 
cult and fewer persons are involved 
than in the case of levies against farm- 
ers or consumers. For example, taxes 
on tobacco products are levied by the 
Federal and State Governments at the 
processing and distributing points. 
Similarly, a tax on manufactured sugar 
is paid by the refiner, processor, or 
importer and is a marketing cost. 

In periods of emergency, when price 
controls and various types of distribu- 
tion controls are imposed, the point of 
application usually is a point in the 
marketing channel rather than the 
point of production or consumption. 
Such controls are not levies in the true 
sense, but their effect is the same; 
they add to the costs of bookkeeping 
and accounting of the processors and 
distributors. 

FURTHER COSTS have been added by 
the efforts of Federal, State, and local 
governments to protect buyers and 
sellers. Some of the regulatory meas- 
ures are financed through appropria- 
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tions. Some are financed by the collec- 
tion of fees from dealers and others 
engaged in marketing. An example: 
To finance enforcement of the Perish- 
able Agricultural Commodities Act, an 
annual license fee of 15 dollars is col- 
lected from dealers, commission mer- 
chants, and others dealing in fresh 
produce and certain other products. 
The New York City Department of 
Markets regulates marketing at the 
live-poultry terminal in New York and 
issues licenses to commission mer- 
chants, dealers and direct receivers, 
and operators of slaughterhouses that 
handle live poultry in New York City, 
and to truckers who transport poultry 
in the city. Annual license fees are 5 to 
100 dollars. Many States levy ware- 
house license fees, brand registration 
fees, and mandatory inspection fees to 
finance regulatory activities. 

Truck transportation has been sub- 
ject to numerous levies. The cost of 
interstate movement is affected by 
taxes on fuel, ton-mile taxes, multiple 
license or registration fees, and other 
special levies. Load limits, which may 
vary from State to State or region to 
region, sometimes result in circuitous 
routing or reloading. Bridge and high- 
way tolls have become more and more 
common. 

The free-lance trucker has been the 
target of particularly vigorous action 
in some States. Sometimes prohibitive 
special fees and charges have been 
levied against them. Many of the 
levies, apparently imposed as safety 
measures, revenue sources, or regula- 
tory devices, have actually been de- 
signed to protect home-produced goods. 
But their effect has been to reduce 
flexibility in distribution and to add 
to marketing costs. 

The cost of moving farm commodi- 
ties and other goods by rail is in- 
fluenced by the failure of passenger 
transportation to pay its way. The 
railroads have relied on freight reve- 
nues to yield a profit. The deficit from 
passenger and allied services for Class 
I railroads, 642.9 million dollars in 
1952, absorbed 37.4 percent of the car- 
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riers' freight service net operating in- 
come for that year. To cut down losses 
on passenger traffic, railroads have 
sought at times to discontinue un- 
profitable passenger runs, but oppo- 
sition by civic groups, labor unions, 
and others has led public utility bodies 
to deny many such requests. Industry 
and Government have studied the 
situation; if action results that reduces 
or eliminates the apparent subsidiza- 
tion of passenger traffic by freight 
traffic, opportunity for reduction in 
marketing costs will result. 

One of the prime objectives of many 
marketing agencies. Government or 
private, is the broadening of markets 
for agricultural and food commodities, 
yet the process inevitably is a costly 
one. Research in the development of 
new products and uses, the develop- 
ment of new types of packages cal- 
culated to meet consumer needs and 
wants, the conduct of consumer pref- 
erence and acceptance surveys, and 
other activities involved in market 
expansion work, all involve substantial 
expenditures of public and private 
funds. 

Government efforts to aid in the 
broadening of markets and the orderly 
movement of commodities should also 
be noted. The Federal Government 
and some State Governments sponsor 
marketing agreement and order pro- 
grams. The programs, applicable us- 
ually to perishable commodities, reg- 
ulate the rate of shipment of com- 
modities, the quality of commodities 
to be shipped, and sometimes the 
price to be paid to the producers by 
handlers of the product. They arc 
designed to aid both producers and 
consumers through the stabilizing of 
markets and the orderly flow of com- 
modities. The administrative organi- 
zation employed in carrying out these 
programs is usually financed by assess- 
ments levied against handlers of the 
commodity involved. Here again, a 
marketing cost is incurred because it 
is easier to make an assessment against 
handlers than against producers. 

The cost of competition in the mar- 
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keting of products that have already 
proved their acceptability to con- 
sumers entails a further cost. While 
advertising of brands may tend to 
broaden the aggregate market for the 
various brands of the same commodity, 
the cost of such competition for indi- 
vidual shares of that market is sub- 
stantial and may sometimes exceed the 
benefits derived. The same may also 
be true of the services offered to tempt 
the buyer to purchase particular com- 
modities. Such services may include 
the maintenance of regular delivery 
routes that duplicate routes of com- 
petitors or they may involve more 
appealing and sometimes more expen- 
sive packaging. It is true, of course, 
that this competitive effort often 
involves reductions in price as a means 
of competition and that the price 
reductions reflect a narrowing of the 
marketing margin. It is true, also, 
that the volume benefits resulting from 
competitive effort tend to result in 
greater efficiency and, therefore, lower 
unit cost. 

THE FACT that added marketing costs 
result from the levies and practices 
described herein does not necessarily 
reflect discredit on the individuals or 
groups involved. Nor is it suggested 
that the levies and practices always 
are unnecessary or undesirable. 

It is not always easy to determine 
whether the objectives or accomplish- 
ments justify the means. It is not pos- 
sible, either, to state any simple rule 
or means whereby particular costs 
can be reduced. It undoubtedly is 
true, however, that careful and objec- 
tive review of existing levies and prac- 
tices on a continuous basis will bring 
beneficial results. The responsibility 
for such a review is a joint one, shared 
in by Government, agriculture, indus- 
try, and labor. A close cooperation 
among those groups, careful appraisal 
of objectives sought, means of accom- 
plishment, and relative costs can lead 
to cheaper, more efficient marketing 
without infringing on the rights of any 
group. {George A. Dice.) 



Cooperatives 

There were 10,166 
service cooperatives in the United States in 1951. They 

served a membership of more than 7.4 million and did a 

net volume of business of 9.4 billion dollars. Federal and 

State statutes encourage the formation of farmers' co- 

operatives. The statutes guard against any risk that 

they might become conspiracies or combinations in 

restraint of trade. The ownership and control of a coop- 

erative is in the hands of those who use its services. 

Decisions are made and control exercised by the owners 

as patrons rather than as investors. The basic purpose is 
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to hold costs to a minimum consistent with the quality 

of services demanded by the patron-owners. A coopera- 
tive is a tool fitted to the need for group action. Once 
the decision is made to go ahead with group effort, the 
problems to be met are the same as those of other busi- 
ness concerns that perform like functions, plus those of 
keeping the organization cooperative in character. If 
both sets of problems are met intelligently and well, a 
successful cooperative will be the result. 

How the 
Cooperatives 
Work 

If you were to walk into a coopera- 
tively owned grain elevator you would 
find that the grain is weighed and 
dumped, handled through the eleva- 
tor, and loaded into railroad cars very 
much the same as it is in any other 
elevator operated under some other 
form of ownership. The real differences 
lie in the way in which the business is 
owned and controlled and in the basic 
objectives and policies for organizing 
and carrying it on. 

Ownership and control of the co- 
operative is in the hands of those who 
use its services. The decisions are made 
and control exercised by the owners as 
patrons rather than as investors. The 
basic purpose is to hold costs to a 
minimum consistent with the service 
wanted by the patron-owners. 

Over the years, farmer cooperatives 
have developed ways to assure that 
they will be  patron-controlled at the 

time of organization and that they will 
continue so. Every member has the 
same voice in control of the organiza- 
tion as any other, under the rule of 
one man, one vote. 

Another less often used practice is to 
proportion ownership and control 
according to patronage. However the 
votes are counted, the right to vote 
generally is limited to active patrons, 
even though others may own capital in 
the organization. Most cooperatives 
also give control of the transfer of 
the capital shares to their boards of 
directors and limit such transfers to 
those who use their services. 

Another basic principle of coopera- 
tive organization is this: Business 
operations are so conducted that they 
approach a cost basis. That means that 
provision is made in some way or 
another to return to patrons on an 
equitable basis any amounts over cost 
of performing the marketing, purchas- 
ing, or other services that the co- 
operatives are set up to perform. 

Cooperatives are often referred to as 
nonprofit business concerns—all busi- 
ness proceeds beyond the costs of 
operation are credited to patrons. Yet 
the motive for profit or gain is a force 
in the organization and operation of 
every farmer cooperative just as in any 
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other business concern. It is the basic 
incentive that prompts the individ- 
ual member-patron to invest in and 
patronize his association. He hopes to 
gain from this sort of group action 
aimed to improve the market for his 
products or to lower the costs of 
supplies or services he needs. 

Still another basic concept of co- 
operative business is that of limited 
returns on share capital. In a profit- 
seeking business the primary motive 
for investment is to obtain as large a 
return as competition or other limiting 
factors permit. This concept is signifi- 
cant mainly because of the distinctive 
character it gives to risk capital in 
the cooperative. 

In terms of amount, the capital 
needed by a farmer cooperative may 
be no different than for any other form 
of business of like nature and scale of 
operation. But the element of risk as a 
factor influencing investment may 
have a different significance. In the 
cooperative the patron-member sup- 
plies share capital primarily to obtain 
and gain from its services. Risk and 
possible returns on the investment as 
such are only secondary. In the non- 
cooperative business the return factor 
is a dominant consideration. The risk 
is assumed deliberately by the investor 
who weighs the chances for gain and 
loss involved in the alternative invest- 
ment opportunities for funds and then 
makes his choice. 

The difference in status of share 
capital in cooperatives as against other 
business concerns shows up in some of 
the practices used by cooperatives. For 
example, cooperatives commonly put 
a top value (usually par) on their cap- 
ital shares. Likewise they usually limit 
the ownership of voting shares to active 
patrons. Such practices reduce the 
speculative value of shares. Possibilities 
of value increases, ease of transfer, and 
ready salability are desirable charac- 
teristics of the capital shares of most 
noncooperative corporations having 
many owners. The need for capital is 
just as urgent for a cooperative as for 
any other form of business, but the 
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methods of getting it must be adjusted 
to the fact that share-capital returns 
are definitely limited, and sources of 
risk capital are restricted. 

OTHER BUSINESSMEN besides farmers 
have found the cooperative useful in 
joint efforts to improve their competi- 
tive position or better the quality of 
needed services. Grocers, druggists, 
and hardware dealers are among those 
who have developed retailer-owned 
wholesales. Many newspapers are 
members of a cooperative news-gather- 
ing agency. Mutual organizations, 
with some of the characteristics of co- 
operatives, exist in the insurance field. 
These developments are evidences of 
the integration that has taken place in 
American business—integration being 
the tendency to group together the 
functions of producing and marketing 
commodities in one concern or in 
closely related organizations. 

Agricultural production has been in 
terms of family-size farms, which are 
pretty small business units in these days 
of big corporate firms in other parts of 
the economy. When they go into the 
market as individual sellers they deal 
with few buyers—and with buyers who 
are likely to know more about price- 
making factors. As individual buyers 
they are likely to be in a similar weak 
bargaining position. 

Furthermore, the units of volume 
in which an individual farmer buys or 
sells are too limited to provide cost- 
cutting opportunities. Hence, when 
need has forced them, farmers have 
used cooperatives to improve their 
positions as to costs as well as prices. 
By making the cooperatives their mar- 
keting and purchasing departments, 
farmers are integrating some of the 
off-farm with the on-farm aspects of 
their business. Yet it is a form of inte- 
gration that permits them to operate 
their farms independently. 

In cooperatives we find corporate or 
group ownership of productive prop- 
erty, but that ownership rests with 
individuals whose property rights are 
determinable. They are voluntary or- 
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ganizations in which the individual 
may choose freely to invest or not to 
invest his capital, to use or not to use 
their services within the terms of 
any contractual arrangements he may 
choose to make. They compete with 
other business firms. They facilitate 
the efforts of the individual to obtain 
economic rewards proportionate to his 
abilities and initiative. 

An estimated one-fifth to one-fourth 
of American farm products moving 
into commercial channels in 1954 went 
through farmer-owned cooperatives at 
one or more of the marketing stages. 

The services that farmers require of 
their coopera lives vary widely. The 
services most often performed arc those 
involved in the first movement from 
farm to market. As the products move 
forward through marketing channels, 
a decreasing proportion is handled by 
the cooperatives. 

WHAT ARE the services rendered by 
cooperatives in the area of local mar- 
kets? Here, too, are wide variations 
between commodities and within com- 
modity groups. The most common 
functions are the ones involved in ac- 
tual physical handling of the products 
at the local shipping point. For exam- 
ple, between a third and two-fifths of 
all the grain moving into commercial 
channels is handled by cooperative 
grain elevators. The functions per- 
formed nearly always include weigh- 
ing, grading, unloading from trucks, 
and handling through the elevator 
into railroad cars or out-going trucks, 
and (less frequently) cleaning, drying, 
mixing, blending, and storage. Then 
there is the important function of price 
determination when ownership of the 
grain is transferred from the farmer to 
first buyer. 

The local handling of some products 
may involve processing or a material 
change in the form of the products. 
Dairy products are an example. Close 
to 45 percent of the farmers' milk or 
cream that is processed into butter is 
manufactured in cooperative plants. 
Cooperatives process about 20 percent 
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of the cheese. Of processed fruits and 
vegetables, the overall proportion 
manufactured by cooperatives is prob- 
ably about 15 percent. For a few indi- 
vidual products the percentage is 
much higher; in processed cranberries 
it may be as high as 75 percent, and in 
processed citrus it is nearly a third. 

An important but relatively simple 
marketing function of cooperatives is 
that of bargaining for price. Very well 
known arc the bargaining coopera- 
tives for fluid milk at large centers of 
population. Another commodity for 
which farmers utilize this type of 
cooperative is sugar beets. It is also 
used in a few areas where there is 
heavy production of fruits and vege- 
tables for processing. This type of 
cooperative also gives its members 
the assurance of correct grades and 
weights. Sometimes it handles the 
accounting and settlement of the 
transaction between farmer and proc- 
essor or handler. 

A significant trend in cooperative 
development has been the tendency to 
follow the products beyond local mar- 
kets. It is another step in the process of 
integration. Most of the cooperatives 
of grain farmers, which—to repeat— 
handle a third to two-fifths of the 
grain that moves into commercial 
channels, in turn are members of 
regional cooperatives, which provide 
a wide variety of marketing services— 
handling, storage, merchandising—at 
subterminal and terminal grain mar- 
kets. It is estimated that close to 55 
percent of the grain that the local 
associations ship to distant markets is 
marketed through their regional asso- 
ciations. 

MANY LOCAL DAIRY cooperatives also 
have joined to form cooperative sales 
agencies of the federated type. The 
same is true for fruits, vegetables, nuts, 
and a number of other products. 

Another type of large-scale coop- 
erative, the centralized association, 
does a comparable job of marketing 
on a regional basis or in terminal 
markets. Terminal livestock coopera- 



242 

tives and some of the fruit and nut 
cooperatives are examples. In such a 
cooperative the farmer is a member 
directly of the large association, rather 
than of the local association, which in 
turn is a member of the regional or 
terminal association. Here, too, there 
is integration of local market functions 
with those of terminal handling and 
sales but in a single organization. 

The relative merits of the federated 
and the centralized types of association 
in doing the farmers5 marketing be- 
yond the local shipping points are 
impossible to determine. Points of 
strength in one may be the points of 
weakness in the other. The basic 
consideration for each, however, is 
primarily that of adaptation to the 
conditions under which it operates and 
the efficiency of its operations if the 
farmer-members' interests are to be 
served. 

Some of these attempts of farmers to 
retain control over the marketing of 
the products beyond their fences and 
local shipping points have failed, not 
necessarily because they have used the 
cooperative form of organization. Fail- 
ure has been due, instead, to some of 
the ills which can beset any business 
concern and which sometimes are 
lumped together in the term poor 
management. 

BUT MANY large-scale farmer co- 
operatives are successful. Some are 
among the leading merchandising 
organizations of the country with 
widely known brand names—Sunkist, 
Land O'Lakes, Diamond, Eatmor, 
Calavo, Challenge, Sunmaid, Ocean 
Spray, Dairygold, Donald Duck, and 
Blue Goose. 

When economic need—too wide 
handling margins, too narrow outlets 
for their products, excessive price 
changes, or like reasons—has forced 
farmers to organize cooperatives, they 
face the problems of any business 
concern. They must assure themselves 
of capable management. They must 
have adequate volume to hold unit 
costs down. They must make effective 
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use of their labor force. They must meet 
the usual problems of business efficiency. 

The cause or causes that lead to the 
organization of an y cooperative usually 
tend to disappear in a relatively short 
time. Its organization often is the 
corrective force since its competitive 
influence soon is felt. From that point 
on it must depend on its own efficiency 
to survive in the competitive race. 

But there is another set of problems 
other than those relating to business 
operation which these farmer-con- 
trolled organizations must meet. These 
are the distinctive problems which 
arise from the mere fact that they are 
cooperative in character. They largely 
grow out of the member-patron-owner 
relationships peculiar to cooperatives. 
Hence, a present and ever-continuing 
problem of cooperatives is the one to 
which they apply the term member- 
ship relations. It is involved in the 
organizational pattern, the financial 
structure, and the day-to-day opera- 
tions. It is no simple undertaking to 
maintain a cooperative as a member- 
controlled association, one in which 
the members know enough about it to 
give it intelligent direction. 

THE COOPERATIVE is simply a tool 
fitted to the need for group action. 
Once the decision is made to go ahead 
with group effort, the problems to be 
met are the same as those of other like 
business concerns plus those of keeping 
the organization cooperative in char- 
acter. If both sets of problems are met 
intelligently and well, a successful 
cooperative will be the result. 

There usually are some valuable by- 
products of successful cooperative 
performance other than dollars-and- 
cents values. Farmers, through their 
active part in owning and operating a 
segment of the marketing machinery, 
have a better understanding of the 
off-farm aspects of a commercialized 
agriculture. And by being active 
owners and operators they can give 
themselves greater assurance that the 
job of marketing is not being done 
too badly. {Harold Hedges,) 
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Beginning 
With 
Ben Franklin 

Mutual insurance was the first form 
of organized cooperation in the United 
States. The Philadelphia Contributor- 
ship for the Insurance of Houses from 
Loss by Fire was formed in Philadel- 
phia in 1752. Benjamin Franklin print- 
ed the notice calling for subscriptions 
and headed the board of directors. 
This first and oldest cooperative in the 
United States still is active. 

Farmers organized mutual insurance 
societies early in the 1800's—perhaps 
earlier. Earlier still, the custom devel- 
oped for farmers informally to make 
contributions of livestock, forage, build- 
ing material, or furniture to a neighbor 
who had suffered a loss by fire. 

The next step was the building of 
factories for the manufacture of cheese 
and later of butter. The first cheese 
factory, constructed and operated on 
a cooperative plan, was initiated in 
1851 by Jesse Williams on his farm 
near Rome, N. Y. The first report of 
the United States Department of Agri- 
culture, issued in 1863, contains an 
account of the Williams plan and the 
progress made in the establishment of 
"associated dairies" in nearby coun- 
ties. The account cited as advantages 
of the new method the savings from 
the purchase at wholesale of manufac- 
turing supplies, which equaled or ex- 
ceeded the cost of manufacture, and 
"superior quality and uniformity," 
which resulted in an improved price 
for the product. 

In the annual report of the Depart- 
ment of Agriculture for 1865, X. A. 
Willard described the associated dair- 
ies, which by then had spread to other 
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States, He reviewed a suggestion that 
the associated dairies might jointly sell 
their "choice factory brands" to Euro- 
pean firms through an agent in New 
York, and concluded that "when asso- 
ciated with others in neighborhoods, 
in towns, in counties, and in the State, 
he [the dairyman] becomes formidable, 
and meets on equal terms the com- 
munity of dealers with whom he is 
operating." 

The first associated dairy designed 
especially for the manufacture of but- 
ter was built at Campbell Hall, Orange 
County, N. Y., in 1856. A dairy spe- 
cialist stated about that time that farm- 
produced butter could be classified 
under.these grades—"tolerable, poor, 
and terrible." Improved and more 
uniform quality and savings in the 
cost of supplies were factors in the 
extension of the cooperative system of 
manufacture. An organization, which 
later became the American Dairymen's 
Association, was formed at a conven- 
tion of representatives of the associated 
dairies in 1866. R. H. Elsworth re- 
ported that "by 1867 more than 400 
co-ops were processing dairy prod- 
ucts." 

Cooperatives for marketing other 
products were organized during the 
1850's and 1860's. The Dane County 
Farmers Protective Union was formed 
in 1857. A farmers5 elevator was erect- 
ed at Madison, Wis. It went out of 
business after the first year because its 
manager sold the grain and decamped 
with the proceeds. The earliest re- 
ported association to market fruit and 
vegetables was formed at Hammonton, 
N. J., in 1867 and operated for more 
than 30 years. 

The Prairie Farmer, Chicago, re- 
ported in February i860 that 17 
farmers in Bureau County, 111., had 
"for four years fattened and dressed 
their hogs with great care, clubbed 
together and brought them to market 
at the close of the season. Last week 
these gentlemen brought to this market 
504 hogs." 

The early period of cooperation saw 
the formation of a few hundred local 

281437°—34- -17 



244 

associations, usually unincorporated. 
A more ambitious program was in the 
making with the organization of the 
National Grange in December 1867. 

Oliver Hudson Kelley, the man who 
conceived the Grange organization, 
was first a farmer and later an em- 
ployee of the United States Depart- 
ment of Agriculture. After an official 
trip to the South to check on agricul- 
tural conditions following the Civil 
War, he considered the possibility of 
improving farming conditions by the 
establishment of a fraternal order. In 
the first 3 years fewer than 100 charters 
were issued to local granges. Kelley 
then decided that the Grange could 
be expanded to deal with farmers' 
economic problems. Organization of 
locals increased rapidly; almost 12,000 
were formed in 1874, the peak year. 
The total was more than 24,000. With 
the passing of the depression period of 
the early 1870's, interest in the forma- 
tion of local granges subsided. 

The effect of the Grange on the 
establishment of farmer cooperatives 
was dramatic. The political influence 
of the Patrons of Husbandry (Grange) 
became recognized. The national or- 
ganization engaged in battles to curb 
the power of the railway corporations, 
and at the same time began to build 
farmers' buying and selling coopera- 
tives. S. J. Buck, in his book, The 
Granger Movement, published in 1913, 
wrote : <£By 1870 the farmers had 
become largely producers of staple 
crops for market and nearly as de- 
pendent upon outsiders for supplies as 
were those engaged in other occupa- 
tions. . . . The result was the estab- 
lishment of an almost incredible 
number of cooperative, or pseudo- 
cooperative enterprises, under the 
control of the farmers' organizations. 
These enterprises included local, coun- 
ty and State agencies for the purchase 
of implements and supplies and the 
sale of farm products, local grain 
elevators and cooperative stores, the 
manufacture of farm machinery, bank- 
ing, insurance, and even organizations 
for bringing about direct trade  be- 

YEARBOOK   OF  AGRICULTURE   1954 

tween the American producer and the 
European consumer." 

Many local Grange organizations, 
as Buck suggests, were not truly co- 
operative in that earnings were dis- 
tributed on the basis of stock holdings 
rather than patronage. This factor 
contributed to the short life of most 
of them. The feature of the Rochdale 
system of cooperation, which requires 
distribution of savings in proportion 
to patronage, was introduced in the 
organization of some of the later 
Grange cooperatives. At least three of 
those organized during the second half 
of the 1870's were in business in 1954. 
Another helpful feature introduced 
about that time was the practice of 
making the sales at the current retail 
price in the community served, thus 
avoiding the intense opposition of the 
local merchants. 

Responsibility for the decline of the 
Grange movement, however, must be 
shared by its large-scale cooperative 
ventures. Many of the State purchas- 
ing and marketing agencies got beyond 
their depth and had to be liquidated. 
The manufacture of farm machinery 
resulted in heavy losses. Lack of local 
repair shops to service the machines is 
given as one of the primary causes. 

Grange banking and insurance ac- 
tivities appear on the whole to have 
been more successful. The Granger's 
Bank of California, established in 
1874, had deposits of 2 million dollars 
a year later, and is reported to have 
saved the farmers of the State a large 
amount of money at a time of depres- 
sion in the wheat market by lending 
them 3 million dollars and thus 
enabling them to hold their wheat for 
a rise in the market. Two other banks 
were established in California during 
the same year, and in 1883 a Patrons 
Cooperative Bank was established at 
Olathe, Kans., where a successful co- 
operative   store   already   existed. 

Grange fire insurance companies, as 
a rule, followed the plans of farmers' 
mutual fire insurance companies, a 
number of which were in existence 
before the founding of the Grange, 
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Life insurance societies were less suc- 
cessful. They went out of business as 
the death rate of their aging member- 
ship increased. 

Fruit growers during the i88o5s 
planned and organized several large- 
scale cooperatives, none of which sur- 
vived until the end of the nineteenth 
century. A few locals later became 
members, or forerunners of members of 
some of the present marketing federa- 
tions. California deciduous fruit grow- 
ers formed the California Fruit Union, 
which operated from 1885 to 1893. 
California citrus producers organized 
the Orange Growers Protective Union 
in 1885. 

At least two local cooperatives were 
incorporated in the early i8go's to 
pack and sell the fruit of their mem- 
bers. A general plan, adopted in 1893, 
led to the establishment of local associ- 
ations and district marketing ex- 
changes in all districts, coordinated by 
a central board, which met in Los 
Angeles. Competition between the dis- 
trict exchanges was responsible two 
years later for the organization of the 
Southern California Fruit Exchange 
and the centralization of sales in this 
Los Angeles office. 

This cooperative in 1954 is the Sun- 
kist Growers, Inc., which markets some 
75 percent of all citrus fruit shipped 
fresh from California. Other large-scale 
citrus cooperatives formed during this 
period are the Mutual Orange Distrib- 
utors, Redlands, Calif. (1906), and 
the Florida Citrus Exchange (1909). 

After the failure of practically all 
local elevators formed by the Grangers, 
farmers began again in the early 1880's. 
Altogether 54 cooperative elevators 
formed before the end of the nineteenth 
century were reported active in 1950. 

Opposition to farmers' elevators on 
the part of grain dealers and line ele- 
vator companies was intense during the 
first 30 years of the period. Charges by 
farm groups of unfair competition, low 
weights and tests by local marketing 
agencies, and boycotts of cooperatives 
by terminal receivers were common. 

A device adopted by a farmers' cle- 
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vator at Rockwell, Iowa, in 1889 was 
the maintenance clause, which pro- 
vided that members should pay the 
association a small amount per bushel 
for all grain sold outside the organiza- 
tion. The plan helped maintain the 
cooperatives, but even more effective 
was the formation of associations of 
State farmers' grain dealers. The first 
was formed in Nebraska in 1903. By 
1919 practically all farmers' elevators 
in the central region were organized 
in State associations. 

Dairy cooperatives continued to in- 
crease and constituted more than 70 
percent of the total number reported 
at the end of 1900. 

Farmers had learned much about the 
strength of the opposition to cooper- 
atives by 1900. The old belief that a 
farmer's business interests should end 
at his front gate still was strong. On 
the other hand, farmers learned much 
about business methods in their early 
attempts to cooperate, and later coop- 
eratives were tempered by the mistakes 
and failures of the past. They also 
tasted the strength of organization and 
acquired cooperative experience that 
their fathers did not possess. Conse- 
quently cooperatives increased rapidly 
between 1900 and 1920. 

Nearly 7,000 cooperatives for mar- 
keting farm products and about 1,300 
associations for purchasing supplies 
were formed between 191 o and 1920. 
More than a third were formed to 
market grain, one-sixth for dairy 
products, one-seventh for livestock, 
and one-tenth for fruit and vegetables. 

There was one conspicuous failure 
in this era of progress. Farmers, begin- 
ning about 1913, invested some 4 mil- 
lion dollars in the construction or pur- 
chase of meatpacking plants at four 
points in Wisconsin, two in Minnesota, 
one in North Dakota, and one in Illi- 
nois. All of them were out of business 
by 1924, with practically total losses 
to the investors. 

The decade, 1910 to 1920, was one 
of stirring changes for agriculture. 
The increase in the number of coop- 
eratives meant shifts in the programs 
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ESTIMATED NUMBER OF ASSOCIATIONS, MEMBERSHIP,  AND BUSINESS OF MARKETING, 
PURCHASING, AND RELATED SERVICE COOPERATIVES,  I 951-1952 1 

Number 
oj asso- 
ciations 

with head- 
quarters 

State in State 
New England: 

Maine  4 25 
New Hampshire  4 14 
Vermont  39 
Massachusetts  4 45 
Rhode Island  5 
Connecticut  4 29 

Total  157 

Middle Atlantic: 
New York  388 
New Jersey  65 
Pennsylvania  182 

Total  635 

East North Central: 
Ohio  311 
Indiana  156 
Illinois  582 
Michigan  238 
Wisconsin  4 871 

Total  2,158 

West North Central: 
Minnesota  4 1, 334 
Iowa  718 
Missouri  291 
North Dakota  556 
South Dakota  317 
Nebraska  415 
Kansas  360 

Total      3>99r 

South Atlantic: 
Delaware  15 
Maryland  59 
District of Columbia  1 
Virginia  133 
West Virginia  45 
North Carolina  86 
South Carolina  33 
Georgia  79 
Florida  1 r o 

Total  561 

East South Central: 
Kentucky  80 
Tennessee  112 
Alabama  60 
Mississippi  132 

Total  384 

Number 
of asso- Net busifiess 
ciations after ad- 
doing Number oj justing for 

business members duplication 3 

in State 2 in State $1,000 

y 1 22, 490 46, 259 
4 22 ii,432 32, 066 

SO 25, 142 70, 276 
4 49 34, 068 66,815 

10 3,490 6,987 
4 38 17,814 51,082 

114,436 

172,398 

273, 485 

400 471,414 
72 39,914 129,393 

200 158, 294 

370, 606 

278, 954 

879, 761 

324 366, 325 491,411 
182 37:,815 360, 672 
606 597, 841 661, 181 
256 186, 562 261,454 

(898 417,997 550, 323 

1, 940,540 2, 325, 041 

4 1,356 582, 853 641,890 
747 398,618 540, 656 
309 430, 058 309, 784 
573 218,472 286, 547 
333 146,939 183, 223 
439 218,543 281,647 
380 173,051 280, 264 

2, 168,534 2,524,011 

19 17,197 20, 141 
68 79,310 85, 362 

141 240, 036 151,956 
56 46, 865 '8,858 
97 381,657 128,526 
36 48, 374 18, 360 
84 116,085 84, 939 

"5 r8, 964 112,856 

948, 488 620, 998 

94 374,814 130,211 
126 194,310 56, 923 
64 80, 826 35, 073 

142 116,091 114,807 

766, 041 337,oi4 
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ESTIMATED   NUMBER OF ASSOCIATIONS,   MEMBERSHIP,  AND  BUSINESS OF MARKETING, 

PURCHASING, AND RELATED SERVICE COOPERATIVES,  I951-19521—Continued 

Number Number 
of asso-         of asso- Net hisiness 
dations          dations after ad- 

with head-         doing         Number oj justing for 
quarters         business         members duplication 3 

Slate                                      in Stale        in Slate2         in State $,1000 
West South Central: 

Arkansas                 115               129            64,061 69,920 
Louisiana                  58                 66             22, 629 35, 861 
Oklahoma                203              218          154,832 145, 092 
Texas                553              566          210,679 375,244 

Total                929                 452,201 626,117 

Mountain : 
Montana                 181                198            57,210 99,549 
Idaho                 109               125             61,448 142,742 
Wyoming                   26                 39             16,410 26, 047 
Colorado                 118               131              75, 048 166, 274 
New Mexico                  32                 43             11,342 3^5¾ 
Arizona                   13                 19            4^5^ 25,676 
Utah                 74               79           32,586 86,585 
Nevada                    5                  6                  951 5,398 

Total      __J^                29G, 502 583,854 

Pacific: 
Washington                 193               207           107,308 266,739 
Oregon                130              142            71,768 162,654 
California                470              479          126, 705 843, 038 

Total  793                305, 781 1,272,431 

United States          10,166             7, 363, 129 9, 442, 712 
1 Preliminary. 
2 These figures include associations doing business in States other than those in which their 

headquarters are located and cannot be totaled because of duplication. 
3 This figure represents value at the first level at which cooperatives transact business with 

farmers. It does not include wholesale business of farm supply cooperatives with other co- 
operatives or terminal market sales performed for local associations. 

4 Includes incorporated local associations without facilities affiliated with an operating 
regional association. 

of State and Federal agricultural agen- 
cies. The system of county agents was 
inaugurated; State and the newly or- 
ganized Extension Services took over 
the program of the farmers' institutes. 
A Commission on Country Life was 
appointed by the President in 1908, 
and its report encouraged "a vast en- 
largement of voluntary organization 
among farmers themselves." 

The Office of Markets was formed in 
1913, and its first project dealt with 
cooperative purchasing and market- 
ing. That was the genesis of the re- 
search and service assistance to coop- 
eratives now administered by Farmer 

Cooperative Service. Many county 
agents were active in the formation of 
local and large-scale cooperatives. A 
considerable number went on to be- 
come managers of associations they had 
helped build, and a few of them have 
remained in positions of responsibility. 

By 1920 there were large federations, 
whose members were local associa- 
tions, for the marketing of farm prod- 
ucts. Other groups were undertaking 
to replace the local associations with 
branch offices and plants of large-scale 
centralized associations serving an en- 
tire producing district or an entire 
State. Others were attempting cooper- 
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ativc selling in the terminal markets. 
New cooperatives were formed at the 
rate of five a day in 1920, the peak year. 

The American Farm Bureau Fed- 
eration was organized in 1919. It set 
up special committees to prepare plans 
for establishing national marketing co- 
operatives. The committees dealt with 
livestock, grain, fruits and vegetables, 
and other products. The National 
Livestock Producers Association was 
organized in 1921, and is still active. 
Most of the rest have been succeeded 
by other cooperatives. 

Early in 1920 farmers were given a 
new slogan, commodity marketing— 
an implication that through coopera- 
tive control of a large percentage of a 
crop, farmers would in effect fix prices 
of their product. It was a dominant 
idea in many cooperatives formed in 
1920-1925. There were 16 large, cen- 
trally controlled cooperatives with ap- 
proximately 50,000 members, at the 
end of 1920. Associations of this type 
had increased to 74, with more than 
879,000 members, by 1926. Cotton, 
wheat, and milk were the main com- 
modities represented. Membership con- 
tracts, which could not be canceled 
over a 5- or 10-ycar period were used 
to insure that members would deliver 
their crops. 

Farmers discovered at least two 
weaknesses in the u monopoly and 
prosperity" theory. First, cooperatives 
never obtained control of a percentage 
of any crop sufficient to make an 
attempt to fix prices. Second, such a 
theory of cooperation did not lead to 
careful and economical management. 
It seemed unnecessary to save pennies 
when the program promised a pot of 
gold at the end of the rainbow. 

Several large cooperatives, active 
today, were formed during this period, 
however, including some that began 
as commodity marketing associations 
with long-term, "ironclad" contracts. 
Following the agricultural depression, 
which became acute in 1922, farmers 
continued to look to their cooperatives 
for assistance. 

Cooperatives also began to set up 
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some legislative and educational asso- 
ciations to promote their cause. The 
State farmers' grain dealers' associa- 
tions have been mentioned. The Na- 
tional Milk Producers' Federation was 
formed in 1916; in 1923 "Cooperative" 
was added to its title. The forerunner 
of the National Council of Farmer 
Cooperatives was organized in 1922. 

The American Institute of Coopera- 
tion was organized in 1925 as an edu- 
cational agency. Every year since that 
time, except during the Second World 
War, it has held a summer session of 
a week or longer on the campus of a 
land-grant college or university. 

The Agricultural Marketing Act, 
passed by the Congress in 1929, pro- 
vided for a Federal Farm Board, whose 
members were appointed by the Presi- 
dent. On October 1, 1929, the Division 
of Cooperative Marketing was trans- 
ferred by Executive order from the 
Bureau of Agricultural Economics to 
the Federal Farm Board. Work deal- 
ing with problems of cooperatives was 
destined to remain outside the juris- 
diction of the Department of Agricul- 
ture for the next 10 years. 

In the depression years, the Federal 
Farm Board, was able to save many 
cooperatives from failure. It also was 
instrumental in assisting in the organ- 
ization of several additional large or- 
ganizations, many of which still are 
active. The contributions of the Fed- 
eral Farm Board to farmer coopera- 
tives generally have been overlooked 
in analyses of the more spectacular 
failure of its stabilization operations. 

The passing in 1933 of the Federal 
Farm Board, however, marked the end 
of the belief in general that coopera- 
tion was a cure-all for the economic 
ills of the farmer. During the 1920's, 
as a matter of fact, efforts were made 
to obtain the passage of legislation 
dealing with the disposal of the farm 
surpluses. In 1933 and thereafter 
much special legislation of this general 
nature was enacted, and farm co- 
operatives were regarded as one of the 
methods of transacting the marketing 
of farm products and the procurement 
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of supplies and other business services. 
More attention than ever before was 
devoted to the job of building sound, 
well-financed business enterprises. 

Many cooperatives were assisted in 
this respect by the establishment of the 
banks for cooperatives within the 
Farm Credit Administration in 1933. 
The organization of a Central Bank 
for Cooperatives and 12 district banks 
for cooperatives was especially helpful. 
The requirements of the banks for 
monthly reports from borrowers did 
much to promote the use of more 
complete and accurate records and 
were a contribution to improved 
business practices. 

Approximately 10,900 marketing, 
purchasing, and service cooperatives 
were operated by farmers in the 
United States in 1933. The number of 
members was reported as 3,156,000, 
and their total volume of business 
for the year was estimated as 1,365 
million dollars. 

During the past 20 years the number 
of associations engaged in marketing 
has declined steadily. Associations 
shipping livestock by rail have almost 
disappeared, but associations shipping 
by truck have not. Cooperative cream- 
eries, grain elevators, and citrus 
packing plants have merged to gain the 
advantages of large-scale operations. 

At the same time the number of 
members and the dollar volume of 
business have increased tremendously. 
For the crop year 1951, which may be 
compared with 1933, the total number 
of farmer marketing, purchasing, and 
service cooperatives was 10,166. They 
had 7,363,129 members and an esti- 
mated gross volume of business of 
12,132,097,000 dollars. (There are 
duplications in the number of mem- 
bers, as many farmers are members of 
two or more cooperatives.) It was 
estimated in 1954 that at least 60 
percent of all American farmers were 
affiliated with some form of coopera- 
tive marketing or purchasing activity. 

A review of the development of 
cooperatives since 1930 discloses sever- 
al trends. The first is their increased 
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financial stability and much larger 
farmer investments, which for all 
cooperatives exceeded 2 billion dollars 
on January 1, 1954. Large modern 
plants have been built by many locals 
to serve a county instead of a single 
community and to achieve material 
economics and greater operating effi- 
ciency. The general acceptance of 
cooperatives by their trade compet- 
itors and by the public also is worthy 
of note. 

Today there is a tendency to co- 
ordinate the marketing of consumer 
products particularly in the hands of 
large-scale cooperatives that arc na- 
tional or nearly national in scope. 
Cooperatives handling eggs at several 
points in the Eastern States, for 
example, have completed organization 
of a marketing federation. Coopera- 
tives marketing miscellaneous fruit and 
vegetables in many States have united 
to purchase a large, privately owned 
sales agency as a basis for a national 
marketing cooperative. This coopera- 
tive, American National Foods, Inc., 
began operations on January 1, 1954. 

Latest figures show farmer coopera- 
tives handled at one or more stages of 
the marketing process a little more 
than a fifth of all farm products sent to 
market. The percentage of production 
supplies distributed by purchasing 
groups is about a sixth. (Andrew W. 
McKay.) 

The Co-ops 
and 
Legislation 

The first cooperative corporations 
were formed by special acts of the 
legislature or were incorporated under 
the general corporation law of a State. 

A statute for the formation of such 
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of supplies and other business services. 
More attention than ever before was 
devoted to the job of building sound, 
well-financed business enterprises. 

Many cooperatives were assisted in 
this respect by the establishment of the 
banks for cooperatives within the 
Farm Credit Administration in 1933. 
The organization of a Central Bank 
for Cooperatives and 12 district banks 
for cooperatives was especially helpful. 
The requirements of the banks for 
monthly reports from borrowers did 
much to promote the use of more 
complete and accurate records and 
were a contribution to improved 
business practices. 

Approximately 10,900 marketing, 
purchasing, and service cooperatives 
were operated by farmers in the 
United States in 1933. The number of 
members was reported as 3,156,000, 
and their total volume of business 
for the year was estimated as 1,365 
million dollars. 

During the past 20 years the number 
of associations engaged in marketing 
has declined steadily. Associations 
shipping livestock by rail have almost 
disappeared, but associations shipping 
by truck have not. Cooperative cream- 
eries, grain elevators, and citrus 
packing plants have merged to gain the 
advantages of large-scale operations. 

At the same time the number of 
members and the dollar volume of 
business have increased tremendously. 
For the crop year 1951, which may be 
compared with 1933, the total number 
of farmer marketing, purchasing, and 
service cooperatives was 10,166. They 
had 7,363,129 members and an esti- 
mated gross volume of business of 
12,132,097,000 dollars. (There are 
duplications in the number of mem- 
bers, as many farmers are members of 
two or more cooperatives.) It was 
estimated in 1954 that at least 60 
percent of all American farmers were 
affiliated with some form of coopera- 
tive marketing or purchasing activity. 

A review of the development of 
cooperatives since 1930 discloses sever- 
al trends. The first is their increased 
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financial stability and much larger 
farmer investments, which for all 
cooperatives exceeded 2 billion dollars 
on January 1, 1954. Large modern 
plants have been built by many locals 
to serve a county instead of a single 
community and to achieve material 
economics and greater operating effi- 
ciency. The general acceptance of 
cooperatives by their trade compet- 
itors and by the public also is worthy 
of note. 

Today there is a tendency to co- 
ordinate the marketing of consumer 
products particularly in the hands of 
large-scale cooperatives that arc na- 
tional or nearly national in scope. 
Cooperatives handling eggs at several 
points in the Eastern States, for 
example, have completed organization 
of a marketing federation. Coopera- 
tives marketing miscellaneous fruit and 
vegetables in many States have united 
to purchase a large, privately owned 
sales agency as a basis for a national 
marketing cooperative. This coopera- 
tive, American National Foods, Inc., 
began operations on January 1, 1954. 

Latest figures show farmer coopera- 
tives handled at one or more stages of 
the marketing process a little more 
than a fifth of all farm products sent to 
market. The percentage of production 
supplies distributed by purchasing 
groups is about a sixth. (Andrew W. 
McKay.) 

The Co-ops 
and 
Legislation 

The first cooperative corporations 
were formed by special acts of the 
legislature or were incorporated under 
the general corporation law of a State. 

A statute for the formation of such 
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corporations was enacted in Michigan 
in 1865. But it was some years later 
before the States generally had statutes 
that were especially adapted to the 
incorporation of cooperatives. 

Aaron Sapiro, a California lawyer, 
encouraged the enactment of a stand- 
ard cooperative marketing act. With 
some modifications, it was enacted in 
many States about 1920. Every State 
now has at least one special statute for 
the formation of agricultural coopera- 
tive marketing corporations. 

When farmers' cooperatives were 
small local organizations, their legal 
right to exist was generally accepted. 
Nobody seriously contended that they 
were combinations or conspiracies in 
restraint of trade. 

But that changed about 1916, when 
Aaron Sapiro began organizing cen- 
tralized cooperatives on a commodity 
basis—getting all the growers of prunes 
or rice or tobacco or whatever to join 
a marketing association. The growers 
were asked to enter into contracts that 
required them to market through the 
cooperative all of the particular com- 
modity that they might produce for 
market. Those contracts were called 
"ironclad," but the reason was some- 
what uncertain, because one of the 
standard definitions of a contract is 
that it is an agreement enforceable 
at law. Probably the term arose be- 
cause the contracts specified that the 
grower who violated his marketing 
contract was liable for damages for all 
of the commodities that he failed to 
deliver to the cooperative. The con- 
tracts also specified that the coopera- 
tive could bring a suit against a grower 
for an injunction to bar him from 
selling his commodities to others and 
could also maintain an action for 
specific performance against the 
grower to compel him to deliver the 
commodities grown by him to the 
cooperative. The contracts usually ran 
for 10 years. 

Arguments arose that such coop- 
eratives made it possible for farmers to 
fix the prices of their products and to 
get an economic status comparable to 

that of a manufacturer of a needed 
article. Some called them monopolies. 
Many regarded their legality as un- 
certain, at least from the Federal 
standpoint. 

In the standard cooperative market- 
ing acts under which most of the 
cooperatives were organized was a 
provision reading like the one in the 
Virginia act: "No association organ- 
ized under this Chapter shall be 
deemed to be a combination in 
restraint of trade or an illegal monop- 
oly; or an attempt to lessen com- 
petition or fix prices arbitrarily, 
nor shall the marketing contracts or 
agreements between the association 
and its members, or any agreements 
authorized in this Chapter, be con- 
sidered illegal or in restraint of trade." 

Such State statutory provisions quite 
clearly established farmers' rights to 
organize cooperatives within the laws 
of their States, but they had no effect 
on Federal antitrust acts. Section 6 of 
the Clayton Act (15 U. S. C. 17), 
enacted in 1914, purported to author- 
ize farmers to act together, but the 
section applied only to the nonstock 
organizations. 

National farm organizations urged 
the Congress to enact legislation that 
clearly authorized the organization 
and operation of farmers' cooperative 
associations, with or without capital 
stock. The result was the Capper-Vol- 
stead Act (7 U. S. C. 291), approved 
on February 18, 1922. 

The act established the right of 
farmers to act together in large or small 
associations. It authorized associations 
to have marketing agencies in common 
if they were composed of farmers. 
Voting was to be on the basis of one 
man, one vote, unless the dividends on 
stock or membership capital were not 
over 8 percent a year; then voting 
might be upon any legal basis. The 
amount of business an association 
could do for nonmembers must not 
exceed in value the amount done for 
members. 

The act gave the Secretary of Agri- 
culture restricted jurisdiction over the 



THE  CO-OPS  AND   LEGISLATION 

cooperatives. If he has reason to be- 
lieve that an association monopolizes 
or restrains trade in interstate or for- 
eign commerce to the extent that it 
raises unduly the price of any agricul- 
tural product, he may issue a com- 
plaint against the association. If the 
Secretary believes after a hearing that 
the association has monopolized or 
restrained trade, he may issue an 
order directing the association to cease 
and desist from doing so. The order, 
if not obeyed, is enforceable by the 
Federal district court in the district in 
which the association has its principal 
office. 

No complaint has been issued by a 
Secretary of Agriculture under the act. 

THE ACT does not put cooperatives 
outside the antitrust laws. It assures 
farmers the right to form and operate 
cooperatives to market their products 
that do not by reason of their organi- 
zation violate the antitrust laws. Just 
as businessmen may form corporations 
through which they may engage in 
business, farmers were seeking a like 
right. Equality with industry, and not 
special privilege, was furthered by 
the Capper-Volstead Act. 

After a cooperative is organized, 
however, it is subject to the antitrust 
laws in its dealings with third persons 
as are other business concerns. For 
instance, the Robinson-Patman Act 
(15 U. S. C. 12), which prohibits price 
discriminations, is as applicable to the 
selling policies of cooperatives as it is 
to the business of any other seller. If 
a cooperative association conspires 
with third persons to restrain trade, it 
is amenable to prosecution under the 
Sherman Act. 

In the case of the United States v. 
Borden Company etaL (308 U. S. 188) the 
Supreme Court recognized the right of 
producers to act together but said: 
"The right of these agricultural pro- 
ducers thus to unite in preparing for 
market and in marketing their prod- 
ucts, and to make the contracts which 
are necessary for that collaboration, 
cannot be deemed to authorize any 
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combination or conspiracy with other 
persons in restraint of trade that these 
producers may see fit to devise." 

By 1935 fear had mostly ended that 
farmers, by having substantially all the 
producers of an agricultural commod- 
ity market that commodity through a 
single cooperative, could determine the 
price of the commodity. People had 
come to realize that one food product 
can be substituted for others; that each 
food, broadly speaking, competes with 
all other food products; that consumers 
tend to buy a cheaper product if they 
regard the price of another one as 
too high. Moreover it was found that 
production could not be controlled, 
for more could be produced if growers' 
returns were increased. 

An instance is an experience of to- 
bacco cooperatives, which for a time 
got better prices for their members. 
The higher prices stimulated the grow- 
ing of tobacco in marginal areas and 
by nonmembers. The big tobacco com- 
panies generally bought no more than 
they had to from the cooperatives and 
as much as possible from the non- 
member growers. At the end of a mar- 
keting period, the tobacco cooperatives 
found themselves with huge carryovers 
and were unable to make final settle- 
ment with their members. When to- 
bacco cooperatives were organized, 
farmers in a community brought pres- 
sure on all growers to observe the 
contract requirement that they deliver 
their tobacco to the cooperative. But 
the attitude changed; toward the end 
of the active life of the tobacco coop- 
eratives that had been formed about 
1920, the farmers seemed in sympathy 
with contract violators. In an effort to 
force farmers to market their tobacco 
or other crops through cooperatives, 
hundreds of suits were filed against the 
members, and many thousands of dol- 
lars were collected as liquidated dam- 
ages from farmers who had violated 
their contracts. Such an experience 
showed the impossibility of control by 
legal strictures. 

Cooperatives pay real estate, per- 
sonal   property,   social   security,   and 
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ESTIMATED  BUSINESS IN  SPECIFIED  COMMODITY   AND   SERVICE   GROUPS   OF   MARKET- 

ING,  PURCHASING,  AND  RELATED  SERVICE COOPERATIVES, 1951-1952  * 

Net 
business 

Number after ad- 
oj asso- msting for 
dations            Gross duplica- 

Commodities                                            handling         business tion 2 

Products marketed for patrons:                                                                     $1,000 $1,000 
Beans and peas (dry edible)                  82            42,612 35,888 
Cotton and cotton products                567          437, 626 380, 375 
Dairy products            2,132      2, 589, r8i 2, 202, 257 
Fruits and vegetables                862           910,675 ^9^, 766 
Grain, soybeans, soybean meal, and oil            2, 759      2, 463, 229 r, 6r6, 427 
Livestock and livestock products                706      1, 757, 943 1,647, 093 
^ts ^..                 74          128,475 92,367 
Poultry products                759          356, 708 320,596 
^icc '                  52           149, 677 11 r, 5¾ 
Sugar products                  65           147, 313 147,313 
Tobacco   .                  29          173,399 173,399 
Wool and mohair                217            46,170 42, 03 r 
Miscellaneous3                289            54, 064 45,962 

Total marketing         4 7. 303      9, 257, 072 7, 41 r, 059 

Supplies purchased for patrons: 
Building material                790            72,953 40,255 
Containers               92 r            44,905 17, 767 
Farm machinery and equipment            1, 792           126, 137 76, 278 
Feed            4, 249      i, 068, 760 8ro, 153 
Fertilizer            3,376          296, 771 183,615 
Insecticides            1,111             33,153 24,649 
Meats, groceries, etc                859            45,787 37,675 
Petroleum products            2, 657          653, 6ro 421, 524 
^d ,:           3, 436          128, 788 94, 997 
Other supplies            4,522           289, 785 210,304 

Total purchasing          4 7^ 418      2, 760, 589 T, 917, 217 

Receipts for services: 
Trucking,  storage,  grinding,  locker plants,  mis- 

cellaneous.             3,411             91, 511 91,511 
Cotton ginning                513            21,146 21,146 
Livestock trucking                208               1, 779 i5 779 

Total services         44,127           114,436 114,436 

Total marketing, purchasing, and service       4 10, 166    12,132, 097 9, 442, 712 
1 Preliminary. 
2 This figure represents value at the first level at which cooperatives transact business for 

farmers. It does not include wholesale business of farm supply cooperatives with other 
cooperatives or terminal market sales for local  associations. 

3 Includes forest products, fur pelts, hay, hops, nursery stock, tung oil, and other farm 
products not separately classified. 

4 Because many associations arc engaged in more than one type of business, these totals 
are less than the number that would be obtained by adding the number of associations 
handling individual items or performing individual services. 

sales taxes like all other business firms. 
Under section 314 of the Revenue 

Act of 1951, farmers' cooperatives 
are subject to the Federal income tax 
laws.   Cooperatives that comply with 

rules and operating methods that 
before 1951 relieved them of liability 
for income taxes are permitted to ex- 
clude patronage refunds and to make 
certain deductions and other adjust- 



THE  CO-OPS   AND   LEGISLATION 

ments in the computation of net in- 
come under the Internal Revenue 
Code. Almost half of the farmers' 
cooperatives choose not to comply with 
those rules, with the result that they 
are taxed under the same laws that 
apply to corporations generally. Both 
"exempt" and "nonexempt" coopera- 
tives may exclude patronage refunds 
from their income tax computations 
when the refunds are made in com- 
pliance with a prior, mandatory, con- 
tractual obligation under which an 
accounting to patrons is required for 
any amounts in excess of authorized 
expense deductions. The farmer-pa- 
tron takes into account the patronage 
refunds if they affect his income from 
his farming operations and if he is 
notified of the amounts credited to 
him. If he is not notified, the amounts 
are taxable to the cooperative at the 
regular income tax rates. 

The public policy of the United 
States toward cooperatives is shown 
by the statutes enacted by the Congress 
respecting them. Several have been 
mentioned. Another is the Coopera- 
tive Marketing Act (7 U. S. C. 451) of 
1926, which directed the establishment 
in the Department of Agriculture of a 
division authorized "to promote the 
knowledge of cooperative principles 
and practices and to cooperate, in 
promoting such knowledge, with edu- 
cational and marketing agencies, co- 
operative associations and others." 
This act is now administered by the 
Farmer Cooperative Service, estab- 
lished in 1953. 

In 1927 the Congress enacted a 
statute (15 U. S. C. 431) forbidding 
boards of trade and exchanges (except 
markets designated as contract mar- 
kets), on which agricultural products 
are bought and sold from excluding 
the duly authorized representative of 
any lawfully formed and conducted 
cooperative association "composed 
substantially of producers of agricul- 
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tural products," provided such asso- 
ciations comply with certain pre- 
scribed conditions. The act further 
provided that no rule of a board of 
trade should be construed to prevent 
the payment of patronage dividends by 
a cooperative association of producers. 

Similar recognition of the distinct 
character of patronage refunds is con- 
tained in the Robinson-Patman Act 
(regulating price discriminations), the 
Packers and Stockyards Act (regulat- 
ing commission men and their charges) 
and the Commodity Exchange Act 
(regulating commodity exchanges). 

In 1929 the Agricultural Marketing 
Act (12 U. S. C. 1141) was passed, 
which created the Federal Farm 
Board. Section 1 of that act specifies: 
"That it is hereby declared to be the 
policy of Congress to promote the 
effective merchandising of agricultural 
commodities in interstate and foreign 
commerce, so that the industry of 
agriculture will be placed on a basis of 
economic equality with other indus- 
tries, and to that end to protect, con- 
trol, and stabilize the currents of in- 
terstate and foreign commerce in the 
marketing of agricultural commodities 
and their food products . . . (3) by 
encouraging the organization of pro- 
ducers into effective associations or 
corporations under their own control 
for greater unity of effort in marketing 
and by promoting the establishment 
and financing of a farm marketing 
system of producer-owned and pro- 
ducer-controlled cooperative associa- 
tions and other agencies," 

The Farm Credit Act of 1933 (12 
U. S. C. 1134, 1134 (f)) provided for 
the establishment of 12 regional banks 
for cooperatives and the Central Bank 
for Cooperatives to make loans to 
farmers' cooperatives. 

Agricultural cooperative associations 
now have as well defined and certain 
a legal status as other types of business 
organizations.    (L. S. Hulbert.) 



Fair Dealing 

Regulations for the 
marketing of farm products are designed to promote the 

public welfare. As the needs of the Nation change, the 

regulations must be modified or altered to meet them. 

Cities, States, and the Federal Government adopt regu- 

lations for the marketing of farm goods. About some of 

them there is argument. We discuss two controversial 

issues—interstate trade barriers and fair-trade legisla- 

tion. Many regulations are concerned with sharp trad- 

ing, for which the marketing of farm products is a fertile 

field. Several of the regulatory statutes administered by 
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the Department of Agriculture are designed to establish 

reasonable codes of conduct for the buyers and sellers. 

The Packers and Stockyards Act and the Perishable 

Agricultural Commodities Act are two of the most im- 

portant. The intelligent grower, alerted to the tricks that 

may be played on him and aware of the aid provided by 

the statutes, can evade some of the pitfalls and rogues 

that may be waiting for him along the trail leading from 

farm to market. 

The Wide 
Range of 
Regulation 

Cities, States, and the Federal Gov- 
ernment have found it necessary in the 
public interest to adopt regulations for 
the marketing of farm products. 

It is said "that £ithe health of the 
people is the first law," and legislative 
enactments provide generally for the 
regulation, including inspection, of the 
sale of agricultural products in which 
disease-bearing organisms can survive. 
The regulatory measures are to guard 
against the diseases that can be trans- 
mitted through impure, unwholesome, 
or adulterated food. 

The need for such regulation has 
been recognized for a long time. 

In 1903 the Court of Appeals of 
New York said: "In great cities, where, 
in certain sections, life exists under 
crowded conditions that cannot be 
fully comprehended unless seen, and 
where many articles for table con- 
sumption by all classes of the com- 

munity are liable to pass through 
processes and conditions little short of 
appalling unless regulated by law, the 
full and vigorous exercise of the police 
power in the interest of the public 
health and welfare is absolutely essen- 
tial. . . . The vesting of powers . . . 
in various officials and boards is neces- 
sary, if the work of prevention and 
regulation is to ward off fevers, pesti- 
lence, and the many ills that con- 
stantly menace great centers of popu- 
lation." {People ex rel. Lieherman v. Van- 
decarr, 175 N. Y. 440, 445, 67 N. E. 
913, 914, affirmed sub nom. Lieherman 
v. Van De Can, 199 U. S. 552.) 

ONE OF THE EARLIEST functions of a 
municipality in the United States was 
the regulation of markets and market- 
ing. The city charter for Philadelphia 
in 1701 and the new charter in 1789, 
as amended in 1804 and 181 o, author- 
ized the city council to erect market 
houses and specify appropriate regu- 
lations for the marketing of agricul- 
tural products and other foods. 

In 1854 the Supreme Court of 
Pennsylvania, in a case involving mar- 
ket regulations by the city of Phila- 
delphia, said: "The necessity of a pub- 
lic market, where the producers and 
consumers of fresh provisions can be 
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brought together at stated times for 
the purchase and sale of those com- 
modities, is very apparent. There is 
nothing which more imperatively re- 
quires the constant supervision of 
some authority which can regulate 
and control it. . . ." (Warfman v. 
City of Philadelphia, 33 Pa. St. 202, 209.) 

The city of Charleston, S. C, in 
1808 established one public market, 
owned by the city, and provided regu- 
lations to govern the marketing of 
agricultural products and other foods. 
The Court of Appeals of South Caro- 
lina in 1844 said that the public mar- 
ket in Charleston was policed "with 
great vigilance by the commissioners 
of the market," and explained that: 
"In dense populations, dependent for 
daily food upon the public market, 
not merely general convenience, but 
the public health and necessity, require 
such regulation and caution. . . .And 
in this way, the butchering of cattle 
and the vending of meats becomes a 
regulated municipal calling for the 
common convenience and safety." 
{State ex rel. Wilkinson v. City of Charles- 
ton, 2 Speers 523 [old volume, 623], 
525-526 [old volume, 626].) 

The legislature may vest in a 
municipality all of the delegable pow- 
ers of the State as to the regulation of 
marketing, thus making the munici- 
pality in this respect a miniature State 
within its locality. 

Municipal authority to regulate mar- 
keting generally is of wide scope, and 
municipal regulation is applicable to a 
variety of trades or businesses. The rule- 
making authorities in some municipal- 
ities have exercised the power by en- 
actments to attain what they have 
regarded as an appropriate economic 
goal, even though the objective may 
have been of controversial character 
and the means of attaining it may 
have been of debatable legality. 

An example is the ordinance en- 
acted in 1826 by the city of Mobile, 
Ala., "to license bakers and regulate 
the weight and price of bread, and 
prohibit the baking for sale except by 
those licensed." 
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With respect to that ordinance, the 
Supreme Court of Alabama said in 
1841 that: "Where a great number of 
persons are collected together in a 
town or city, a regular supply of 
wholesome bread is a matter of the 
utmost importance; and whatever 
doubts may have been thrown over 
the question by the theories of political 
economists, it would seem that experi- 
ence has shewn that this great end is 
better secured by licensing a sufficient 
number of bakers and by an assize of 
bread, than by leaving it to the volun- 
tary acts of individuals. By this means 
a constant supply is obtained without 
the fluctuation in quantity which 
would be the inevitable result of 
throwing the trade entirely open, and 
the consequent rise in price when 
from accident or design a sufficient 
supply was not produced." {Mayor and 
Aldermen of Mobile v. Tuille, 3 Ala. 137, 
141-142.) 

It was contended on behalf of the 
Mobile baker, in the Alabama case 
in 1841, that a lawful trade or business 
could not, under any circumstances, 
be regulated by the State or by the 
municipality, but in rejecting the ar- 
gument the court said, with respect 
to a business that affects the public 
interest: 

"Free government does not imply 
unrestrained liberty on the part of the 
citizen, but the privilege of being 
governed by laws which operate alike 
on all. It is not, therefore, to be sup- 
posed that in any country, however 
free, individual action cannot be 
restrained, or the mode, or manner of 
enjoying property, regulated." 

Trade which "affects the public 
interest" may be regulated, said the 
court, "for the good of the inhabit- 
ants," and by way of summary it was 
stated: "Upon this principle, in this 
State, tavern keepers are licensed and 
required to enter into bond, with 
surety, that they will provide suitable 
food and lodging for their guests, and 
stabling and provender for their 
horses; and the County Court is re- 
quired, at least once a year, to settle 



THE WIDE RANGE OF REGULATION 

the rates of innkeepers. Upon the same 
principle is founded the control which 
the legislature has always exercised in 
the establishment and regulation of 
mills, ferries, bridges, turnpike roads, 
and other kindred subjects. So, also, 
all quarantine and other sanitary 
regulations, all laws requiring houses 
to be built in cities of a certain ma- 
terial, to guard against fire, depend 
for their validity on the same prin- 
ciple." 

Some municipalities have provided 
that cotton and some other bulky 
articles must be weighed on the city 
scales by a public weigher before they 
can be sold in the municipality. The 
purpose is to prevent fraud. The need 
for regulation varies from time to time 
and place to place. The determination 
as to the public need is vested in the 
governing groups in municipalities. 

IN THIS INDUSTRIAL DAY, the large 
municipalities generally have exten- 
sive regulations that (in brief) relate to 
the marketing of meat and meat prod- 
ucts, fish, vegetables, fruit, and milk 
and milk products. All such foods are 
subject to inspection by a representa- 
tive of the city's department of health; 
any food that is unfit for human con- 
sumption may be seized or con- 
demned. Also the products intended for 
human consumption must be stored, 
transported, and displayed for sale so 
as to be protected from dust, dirt, flies, 
or other contamination, and all build- 
ings, plants, rooms, and stalls used in 
the marketing process must be clean, 
sanitary, and maintained in a whole- 
some condition. 

Slaughterhouses are subject to licens- 
ing requirements, under some circum- 
stances, and also subject to inspection 
and supervision under municipal regu- 
lations. 

Elaborate regulations generally ap- 
ply with respect to the milk approved 
for sale in a metropolitan area. In 
many places, dairies must be approved 
by city departments of health. The 
dairy cows must be physically inspec- 
ted from time to time by an approved 
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veterinarian. The dairy barns, equip- 
ment, and facilities must be in accord 
with sanitary standards. The people 
engaged in the handling of milk must 
be free from communicable disease. 
The milk must be within the specified 
limitation as to bacteria, and must be 
cooled and otherwise handled in con- 
formity with the various requirements, 
such as pasteurization. 

States also have requirements. The 
New York legislature, for example, 
has concluded that the production, 
marketing, storing, and distribution 
of agricultural products intended for 
human consumption, as well as other 
foods, and also fertilizers, feeding 
stuffs, materials, and apparatus or ma- 
chinery used or needed in connection 
therewith "are matters of public inter- 
est and proper subjects for investiga- 
tion, encouragement, development, 
and regulation by the state to secure 
an abundant supply of pure and whole- 
some food, to protect the health of the 
inhabitants of the state, to secure the 
exchange of such food and instrumen- 
talities upon a fair basis and at market 
prices uncontrolled by speculation, to 
prevent frauds in the traffic therein, 
and so far as may be to eliminate 
waste and loss in distribution thereof.'' 
(McKinney's Consolidated Laws of 
New York, art. 1, sec. 3 of the Agri- 
culture and Markets Law. Also see 
ch. 651 of the Laws of New York 1946.) 

THE AUTHORITY OF THE STATES to 
require inspection of agricultural prod- 
ucts extends to numerous factors in 
addition to that of wholesomeness or 
quality. 

The ambit of the authority was de- 
fined in 1882 by the Supreme Court 
in upholding a Maryland statute that 
prescribed the packaging requirements 
for Maryland tobacco. The Court said: 
"Recognized elements of inspection 
laws have always been quality of the 
article, form, capacity, dimensions, 
and weight of package, mode of put- 
ting up, and marking and branding 
of various kinds, all these matters be- 
ing supervised by a public officer hav- 
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ing authority to pass or not pass the 
article as lawful . . . as it did or did 
not answer the prescribed require- 
ments. It has never been regarded as 
necessary, and it is manifestly not nec- 
essary, that all these elements should 
coexist in order to make a valid in- 
spection law. Quality alone may be 
the subject of inspection, without 
other requirement, or the inspection 
may be made to extend to all of the 
above matters. When all are pre- 
scribed, and then inspection as to qual- 
ity is dropped out, leaving the rest in 
force, it cannot be said to be a neces- 
sary legal conclusion that the law 
has ceased to be an inspection law." 
{Turner v. Maryland, 107 U. S. 38, 55.) 

The power of a State to prescribe 
standard containers for horticultural 
products in order to facilitate trading, 
to preserve the condition of the prod- 
ucts, to protect buyers from deception, 
or to prevent unfair competition has 
been said to be based on the police 
power, and such £'regulation of trade 
is a part of the inspection laws; was 
among the earliest exertions of the 
police power in America; has been 
persistent; and has been widely applied 
to merchandise commonly sold in con- 
tainers. . . . Latterly, with the broad- 
ening of the field of distribution and 
the growing use of containers in the 
retail trade, the scope of the regulation 
has been much extended." {Pacific 
States Co. v. White, 296 U. S. 176, 181.) 

Different agricultural commodities 
require different types of containers, 
and as to each commodity there may 
be differences of opinion as to the type 
best adapted to the protection of the 
public. Whether it is necessary to pro- 
vide a standard container and, if so, 
whether the type specified should be 
made mandatory are issues of fact and 
of policy, the determination of which 
rests in the State legislature or in the 
administrative agency to which may 
have been delegated the rule-making 
function. 

The Constitution of Illinois as re- 
vised in 1870 authorized the legislature 
to require the inspection of grain and, 
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also, to specify the regulations for the 
governance of the operators of ware- 
houses or elevators, so as to provide 
"for the protection of producers, ship- 
pers, and receivers of grain." (Art. 
XIII, sec. 7. Also see art. XIII, 
sec.  1-6.) 

Thereupon the State legislature es- 
tablished the ceiling or maximum 
charges for the storage and handling 
of grain in warehouses in large cities 
in Illinois. The validity of the regula- 
tion was sustained in 1876 by the 
Supreme Court of the United States in 
a case with respect to the grain eleva- 
tors in Chicago which, according to 
the Court, "stand ...in the very 
'gateway of commerce' " and as a vir- 
tual monopoly exact a toll for the 
passage of each bushel of grain. 
{Mum v. Illinois, 94 U. S. 113, 123-132.) 

The Court concluded: "... the 
[grain elevator] business is one of re- 
cent origin . . . its growth has been 
rapid, and . . . it is already of great 
importance. And it must also be con- 
ceded that it is a business in which the 
whole public has a direct and positive 
interest. It presents, therefore, a case 
for the application of a long-known 
and well-established principle in social 
science, and this statute simply extends 
the law so as to meet this new develop- 
ment of commercial progress," and 
although the warehouses may be in- 
struments of commerce nonetheless 
"until Congress acts in reference to 
their inter-state relations, the State 
may exercise all the powers of govern- 
ment over them." 

It has been held by the Supreme 
Court that the "Constitution does not 
guarantee the unrestricted privilege to 
engage in a business or to conduct it as 
one pleases," and, for example, a 
State may, in view of economic malad- 
justments in the dairy industry, dele- 
gate to an administrative agency the 
authority to fix the price of milk. 
{Nebbia v. New York, 291 U. S. 502, 
527~539-) The private character of 
a business does not necessarily remove 
it from the realm of State regulation 
with respect to charges or prices. The 
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legislature is primarily the judge of the 
necessity for such regulatory enact- 
ments. 

THE MARKETING PRACTICES in the 
various States are not in all respects 
alike, and the States have somewhat 
different regulations with respect to 
the marketing of agricultural products. 

In general, however, the regulatory 
measures by the States relate to the 
suppression or eradication of infectious 
or communicable diseases that affect 
domestic animals; the use of accurate 
weights and measures for determining 
the quantity of a commodity or article 
for sale; the prohibition of adulterated 
or misbranded products; the licensing 
of cold-storage warehouses, the mark- 
ing of the food products therein, and 
the period of time that products may 
be kept in cold storage; provisions for 
plant quarantine and pest control; 
meat inspection; grades and standards 
for fresh fruits, vegetables, and other 
products of the soil; the licensing of 
agricultural warehouses and provisions 
as to the issuance and negotiation of 
warehouse receipts; the licensing of the 
produce dealers and the processors of 
farm products. 

Seventeen States provide for the clas- 
sification and pooling of milk, for use 
as fluid milk in metropolitan areas, 
and the specification of a minimum 
price which the dealers must pay to 
the producers. It has been said that 
legislation "which has for its purpose 
the regulation and stabilization of the 
milk industry, even to the extent of 
fixing prices for which it may be 
bought and sold, is not any new de- 
velopment in our social legislation. 
While it is of recent enactment in this 
State [California], it has been in force 
in other States for many years. .. . ." 
{Jersey Maid Milk Products Co. v. Brock, 
13 Calif. 2d 620,659, 91 P. 2d 577, 598.) 

Some States prohibit the marketing 
of "filled milk," as defined in the stat- 
utes, and also specify sanitary require- 
ments with respect to the processing 
and marketing of some milk products. 

Some States have regulations as to 
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the containers used for packaging 
farm products, and prohibit deceptive 
arrangements, displays, or packs. Thus 
the honest dealers, as well as the con- 
sumers, are afforded protection against 
unfair trade practices. 

Some States prohibit false, decep- 
tive, or misleading statements or mis- 
representations concerning the quality, 
size, maturity, or condition of fruits, 
nuts, or vegetables. 

Some States provide for regulation 
by grade, size, and quality of fresh 
fruits and vegetables, so as to effect 
and maintain orderly marketing. 

A SIGNIFICANT LIMITATION on the au- 
thority of a State or municipality is 
that the Congress is empowered by the 
Constitution to regulate the interstate 
commerce or commerce with foreign 
nations. The ties or the relationships 
among markets, in the recent decades 
of great expansion in mass production 
and distribution, are generally inter- 
state in nature. The commercial and 
industrial forces of the Nation have 
given to our marketing system a 
national character, and agricultural 
products are distributed, under pres- 
ent-day conditions of mercantilism, on 
a nationwide market. Also our emer- 
gence as a world power in inter- 
national trade affords an even broader 
public interest in the marts of trade 
and commerce. Under the commerce 
clause of the Constitution, numerous 
statutes have been enacted by the 
Congress, applicable to the varying 
phases of our economic life, in order to 
promote orderly marketing and the 
economic stability and prosperity of 
the Nation. 

The national nature of one of our 
channels of commerce and also the 
avowed congressional purpose of mar- 
ket regulation are revealed in a case in 
the Supreme Court in 1922 with re- 
spect to the Packers and Stockyards 
Act. The opinion of the Court by Chief 
Justice Taft states: "Thousands of 
head of live stock arrive daily [in the 
large stockyards] by carload and train- 
load lots, and must be promptly sold 
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and disposed of and moved out to give 
place to the constantly flowing traffic 
that presses behind. The stockyards 
are but a throat through which the 
current flows, and the transactions 
which occur therein are only incident 
to this current from the West to the 
East, and from one state to another. 
Such transactions cannot be separated 
from the movement to which they con- 
tribute and necessarily take on its 
character. . . . The origin of the live- 
stock is in the West, its ultimate desti- 
nation known to, and intended by, all 
engaged in the business is in the Middle 
East and East either as meat products 
or stock for feeding and fattening. 
This is the definite and well-under- 
stood course of business. The stock- 
yards and the sales are necessary fac- 
tors in the middle of this current of 
commerce." {Stafford v. Wallace, 258 
U.S. 495, 515-516.) 

The object to be secured by the 
regulation of the marketing at the 
stockyards, said Chief Justice Taft, "is 
the free and unburdened flow of live 
stock" in interstate commerce, and the 
"chief evil feared is the monopoly of 
the packers, enabling them unduly 
and arbitrarily to lower prices to the 
shipper who sells, and unduly and 
arbitrarily to increase the price to the 
consumer who buys. . . . Another 
evil which it [i. e., Congress] sought to 
provide against . . . was exorbitant 
charges, duplication of commissions, 
deceptive practices in respect of prices, 
in the passage of the livestock through 
the stockyards, all made possible by 
collusion between the stockyards man- 
agement and the commission men, on 
the one hand, and the packers and 
dealers on the other. . . . The shipper 
whose livestock are being cared for 
and sold in the stockyards market is 
ordinarily not present at the sale, but 
is far away in the West. He is wholly 
dependent on the commission men. 
The packers and their agents and the 
dealers who are the buyers are at the 
elbow of the commission men, and 
their relations are constant and close." 

The   Packers   and   Stockyards  Act 
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authorizes the Secretary of Agricul- 
ture, in accordance with the procedure 
prescribed by law, to regulate the 
rates, charges, and practices at the 
stockyards that are within the limits 
of the statute, and also a person en- 
gaged in the business of buying or sell- 
ing livestock at any such posted stock- 
yard must register, as a dealer, and 
give bond, and a person engaged in 
the business of furnishing stockyard 
services must also register and give 
bond. Accurate weighing of livestock 
is required. Consigned livestock must 
be sold under competitive conditions. 
The commission firms must account 
fully and correctly to their principals, 
and persons subject to the act must not 
engage in unfair, deceptive, or dis- 
criminating practices. 

The Secretary of Agriculture is 
authorized to issue, on the basis of 
evidence at a public hearing, cease 
and desist orders against violators of 
the act. Also reparation orders may be 
issued by the Secretary, and registra- 
tions may be suspended or revoked. 

Transactions in commodity futures 
on boards of trade are regulated under 
the Commodity Exchange Act, the 
amended name of the Grain Futures 
Act of September 21, 1922. The Con- 
gress found, in the enactment of this 
regulatory legislation, that transac- 
tions and prices on boards of trade are 
susceptible to speculation, manipula- 
tion, and control, and that regulation 
of such trading is conducive to the 
protection of interstate commerce and 
the national public interest. 

The act prohibits the manipulation 
of the price of wheat, cotton, rice, 
corn, oats, barley, rye, flaxseed, grain 
sorghums, millfeeds, butter, eggs, Irish 
potatoes, wool tops, all fats and oils, 
cottonseed meal, cottonseed, peanuts, 
soybeans, and soybean meal. Also the 
legislation prohibits an "attempt" to 
manipulate the price of any of those 
commodities in interstate commerce 
or for future delivery on a board of 
trade. A corner or an attempt to 
corner is likewise prohibited. Futures 
commission merchants and floor bro- 
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kers, as well as boards of trade, are 
subject to regulation, in various re- 
spects, under the statute. 

The Secretary of Agriculture is di- 
rected by the Sugar Act to determine 
for each calendar year the total 
amount of sugar needed to meet the 
requirement of consumers in the con- 
tinental United States. After that de- 
termination has been made, the Sec- 
retary is to establish quotas for all 
sugar-producing areas by allocating 
the total need of the consumers in the 
continental United States among con- 
tinental sugar-producing areas, Hawaii, 
Puerto Rico, the Virgin Islands, the 
Republic of the Philippines, and for- 
eign countries. The allocation is de- 
termined by standards set forth in the 
act, and also the Secretary is author- 
ized to allot any area quota among 
the persons who market sugar in that 
area. 

The statute prohibits the importa- 
tion of sugar or the marketing of sugar 
in excess of the quota limitations or 
allotments. The central aim of this leg- 
islation is to rationalize the mischie- 
vous fluctuations of the sugar market 
by the familiar device of a quota sys- 
tem, and thereby secure a harmonious 
relation between supply and demand. 

In upholding quota legislation for 
sugar, the Supreme Court said: "The 
complexity of problems affecting raw 
and refined sugar in widely separated 
and economically disparate areas, ac- 
centuated by the instability of the differ- 
entiating factors, must have persuaded 
Congress of the need for continuous 
detailed administrative supervision. 
In any event, such is the plain purport 
of the legislation." {Secretary of Agri- 
culture v. Central Roi g Co., 338 U. S. 
604, 611.) 

UNDER THE Agricultural Marketing 
Agreement Act of 1937, the marketing 
of milk, fruits, vegetables, and certain 
other commodities is subject to regu- 
lation by marketing orders issued by 
the Secretary of Agriculture for the 
purpose of establishing orderly mar- 
keting conditions and  achieving the 
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economic goal set forth in the statute. 
The Supreme Court has said that 

the "fluid milk industry is affected by 
factors of instability peculiar to itself 
which call for special methods of con- 
trol" (Nebbia v. New York, 291 U. S. 
502, 517) and "the economy of the 
industry is so eccentric that economic 
controls have been found at once nec- 
essary and diificult" {Hood & Sons v. 
Du Mond, 336 U. S. 525, 529). 

The milk orders arc designed to 
stabilize the market by establishing a 
uniform minimum price which all 
dealers or handlers shall pay to pro- 
ducers for milk delivered during each 
month. The milk is classified according 
to its use by the dealers or handlers, 
and a "use value" is assigned to each 
class. A marketwide pool or an individ- 
ual-handler pool is established by a 
milk order, and a uniform blended 
price is paid to each producer in the 
pool. 

All provisions in an order are based 
on evidence adduced at a public hear- 
ing, and the up-and-down pattern of 
milk production in many production 
areas coupled with rapid changes in 
economic conditions calls for frequent 
hearings in order to effectuate the nec- 
essary changes in the classification and 
pricing of milk. 

The statute authorizes Federal or- 
ders in conjunction with State orders 
and the milk program for the New 
York metropolitan marketing area is 
a joint Federal-State program. The 
market administrator for that regula- 
tory program is the appointee of the 
Secretary of Agriculture and also the 
appointee of the Commissioner of Ag- 
riculture and Markets of the State of 
New York. The "exquisitely compli- 
cated" character of milk marketing or 
milk regulation has been frequently 
referred to, and it has been said that 
the milk problem in conjunction with 
milk marketing orders "is so vast that 
fully to comprehend it would require 
an almost universal knowledge ranging 
from geology, biology, chemistry, and 
medicine to the niceties of the legisla- 
tive, judicial, and administrative proc- 
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esses of government." {Queensbor0 Farms 
Products v. Wickard, 137 F. 2d 969, 975.) 

The Congress recognized, in the en- 
actment of the statute for milk orders, 
that a rigid and inflexible method of 
regulation cannot be applied effec- 
tively to the mutable conditions in the 
various milk-marketing areas, and in 
order to counteract the virulent effects 
of disorderly marketing the Secretary 
of Agriculture is authorized to include, 
in milk orders, regulatory provisions 
within the broad outlines of the statute. 

The methods of regulation generally 
follow the plans and practices em- 
ployed by cooperative associations of 
producers before the enactment of this 
legislation, and the Congress has pro- 
vided that, in the administration of the 
act, the Secretary shall extend such 
recognition and encouragement to the 
producer-owned and producer-con- 
trolled cooperatives as will be in har- 
mony with the congressional policy, in 
other acts, and as will tend to promote 
efficient methods of marketing. 

This statutory measure is an ex- 
ample of enabling legislation which, 
standing alone, imposes no regulation 
but instead directs the issuance of 
regulations from time to time, when- 
ever the evidence at a public hearing 
justifies the necessary findings of fact 
and conclusions by the administrative 
official. This method of regulation is in 
contrast to regulatory statutes which 
merely enumerate certain prohibited 
practices. 

Some fruits and vegetables and spe- 
cialty crops are also subject to regula- 
tion under the Agricultural Marketing 
Agreement Act of 1937. Many orders 
are in effect with respect to marketing 
them. The orders do not fix prices, but 
limit the quantity, grade, or size of the 
commodity that may be handled. An 
order may provide for the apportion- 
ment of the total quantity to be 
handled among handlers or producers. 
The orders generally contemplate the 
issuance of regulations at weekly inter- 
vals during the marketing period. A 
surplus pool may also be established 
under an order. 
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The purpose of the Perishable Agri- 
cultural Commodities Act, originally 
enacted in 1930, is to suppress unfair 
and fraudulent practices in the mar- 
keting of perishable agricultural com- 
modities in interstate or foreign com- 
merce. 

The Congress seeks to accomplish 
that purpose by requiring commission 
merchants, dealers, and brokers to be 
licensed, requiring licensees to keep 
records of transactions, prohibiting 
improper practices, requiring account- 
ing, and authorizing the investigation 
of complaints, the issuance of repara- 
tion orders, the publication of facts 
concerning violations, and providing 
for the suspension or revocation of 
licenses and imposing penalties for 
operating without a license. 

Under the Agricultural Adjustment 
Act of 1938 it is declared to be the 
policy of the Congress to conserve 
national resources, prevent the waste- 
ful use of soil fertility, assist in the 
marketing of agricultural commodities 
for domestic consumption and for ex- 
port, and with respect to cotton, 
wheat, corn, tobacco, rice, and pea- 
nuts provide for the orderly, adequate, 
and balanced flow of such commodi- 
ties in the interstate and foreign com- 
merce. 

When supplies are excessive, as 
described in the act, the Secretary of 
Agriculture is required to establish 
farm marketing quotas for these basic 
agricultural commodities. 

If, for example, a national marketing 
quota for cotton is proclaimed by the 
Secretary and approved by farmers in 
a referendum, the quota is converted 
to a national acreage allotment on the 
basis of the national acreage yield and 
apportioned among the States, coun- 
ties, and farms on the basis of the 
statutory formulas. The marketing of 
cotton from the farm in excess of the 
farm marketing quota, that is, produc- 
tion from the farm acreage allotment, 
is subject to a penalty provided for by 
the statute. 

The legislative aim, in part at least, 
is to maintain a balance between sup- 
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ply and demand and thereby stabilize 
prices in the interest of both producers 
and consumers. 

Various other enactments by the 
Congress provide 

(i) for the issuance of cotton stand- 
ards, the licensing of classifiers, and 
the issuance of regulations as to the 
sampling and grading of cotton; 

(2) for the issuance of grain stand- 
ards and the compulsory use of those 
standards, generally, for grain in inter- 
state or foreign commerce which is 
sold, offered for sale, or consigned for 
sale by grade, and such grain must be 
inspected and graded by a licensed 
inspector; 

(3) for the issuance of standards for 
tobacco and the designation of auction 
markets, where tobacco is bought and 
sold at auction, and the inspection and 
grading of tobacco sold at auction 
markets; and 

(4) for the investigation of quality 
and condition of farm produce re- 
ceived in interstate commerce and the 
authorization of inspectors and the 
issuance of certificates of inspection. 

Acts of Congress provide the specifi- 
cations for standard barrels for fruits, 
vegetables, and some other agricul- 
tural products, and also standard 
baskets, round stave baskets, hampers, 
splint baskets, and some other con- 
tainers. 

The line of demarcation between the 
authority of the States, in this field, 
and the authority of the Federal Gov- 
ernment is not always easy to discern 
in the practical affairs of business, but 
the guiding principle was stated by 
Chief Justice Hughes, in an opinion 
for the Supreme Court, as follows: 

4'Inspection and the establishment 
of standards for commodities has been 
regarded from colonial days as appro- 
priate to the regulation of trade, and 
the authority of the States to enact in- 
spection laws is recognized by the 
Constitution. . . . But the inspection 
laws of a State relating to exports or to 
articles purchased for shipment to 
other States are subject to the para- 
mount regulatory power of Congress. 
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. . . And Congress has long exercised 
this authority in enacting laws for in- 
spection and the establishment of 
standards in relation to various com- 
modities involved in transactions in 
interstate or foreign commerce." {Cur- 
rin v. Wallace, 306 U. S. 1, 12.) 

In another case, the Supreme Court 
said that our "system, fostered by the 
Commerce Clause [in the Constitu- 
tion], is that every farmer and every 
craftsman shall be encouraged to pro- 
duce by the certainty that he will have 
free access to every market in the Na- 
tion, that no home [state] embargoes 
will withhold his export, and no... 
[other] state will by customs duties or 
regulations exclude them. Likewise 
every consumer may look to the free 
competition from every producing 
area in the Nation to protect him from 
exploitation by any. Such was the 
vision of the Founders; such has been 
the doctrine of this Court which has 
given it reality." (Hood & Sons v. Du 
Mond, 336 U. S. 525, 539.) 

THE UNITED STATES WAREHOUSE ACT 
authorizes the Secretary of Agriculture 
to issue a license to a warehouseman if 
his warehouse is suitable for the proper 
storage of the particular agricultural 
product or products for which a license 
is applied for, and if the warehouse- 
man agrees to comply with the terms 
of the statute and the regulations 
thereunder. 

The license may be suspended or re- 
voked if the warehouseman violates 
the act or the regulations. The Secre- 
tary may also license inspectors to 
classify, grade, or weigh agricultural 
products in a licensed warehouse, and 
to certify the condition, grade, class, 
and weight of such agricultural prod- 
ucts. A licensed warehouseman is pro- 
hibited from discriminating between 
persons with respect to the acceptance 
of agricultural products for storage if 
the products are in suitable condition 
for warehousing. 

Numerous provisions in the statute 
relate to the mingling of fungible 
goods in a warehouse, the issuance of 
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receipts for products stored in a li- 
censed warehouse, the contents of such 
receipts, the records to be kept by the 
licensed warehouseman, and the issu- 
ance of regulations by the Secretary 
of Agriculture. 

A licensed warehouseman is re- 
quired, in the absence of some lawful 
excuse, to deliver, without unnecessary 
delay, the agricultural products, stored 
in the warehouse, upon appropriate 
demand by the depositor or holder of 
a receipt. A licensed warehouseman 
is prohibited from making any un- 
reasonable or exorbitant charge for 
service rendered. Although the act is 
permissive, it provides that the "au- 
thority conferred upon the Secretary 
of Agriculture . . . shall be exclusive 
with respect to all persons securing a 
license hereunder so long as said li- 
cense remains in effect." 

Various farm products are subject 
also to regulation under the Federal 
Food, Drug, and Cosmetic Act. Also 
to prevent the use in interstate or for- 
eign commerce of meat and meat 
products for food that are unwhole- 
some, unhealthful, or unfit for human 
use, the Secretary of Agriculture is 
authorized by the Congress to provide 
for the inspection of all cattle, sheep, 
swine, and goats that enter any 
slaughtering, packing, meat-canning, 
rendering, or similar establishment in 
which they are slaughtered and the 
meat and meat products for food dis- 
posed of in interstate or foreign com- 
merce, and also post mortem examina- 
tion and inspection of the carcasses of 
such animals is provided for, as well 
as the sanitary inspection and regula- 
tion of the establishments in which the 
livestock may be slaughtered and the 
meat prepared for shipment. 

The Congress has also empowered 
the Secretary of Agriculture to put 
under quarantine any area in which 
any cattle, or other livestock, or live 
poultry are affected with any con- 
tagious, infectious, or communicable 
disease. 

Somewhat similar legislation is de- 
signed   to   prevent   the   introduction 
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into, or the dissemination within, the 
United States of plants, plant prod- 
ucts, or other articles that carry insect 
pests or plant diseases. 

Unfair methods of competition and 
unfair or deceptive acts or practices 
in interstate or foreign commerce are 
prohibited by the Congress in the leg- 
islation that established the Federal 
Trade Commission. Contracts, combi- 
nations, and other conspiracies in re- 
straint of trade in interstate or foreign 
commerce are prohibited by the anti- 
trust acts, and the normal flow of com- 
merce is to be protected from the 
coercive or subversive influences of 
monopolistic practices. It has been 
said, under the antitrust acts, that 
C£[m]any people believe . . . immu- 
nity from competition is a narcotic, and 
rivalry is a stimulant, to industrial 
progress; that the spur of constant 
stress is necessary to counteract an 
inevitable disposition to let well- 
enough alone." {United States v. Alumi- 
num Company of America, 148 F. 2d 
416, 427.) 

THE FOLLOWING is a list of the regu- 
latory statutes administered by the 
United States Department of Agricul- 
ture, and these acts generally provide 
for the issuance of regulations: Com- 
modity Exchange Act (7 U. S. C. 1952 
ed. § 1 et seq.)'. United States Cotton 
Standards Act (7 U. S. C. 1952 ed. 
§ 51 et seq.)', United States Grain 
Standards Act (7 U. S. C. 1952 cd. 
§ 71 et seq.); Naval Stores Act (7 U. S. 
C. 1952 ed. § 91 et seq.); Federal In- 
secticide, Fungicide, and Rodenticide 
Act (7 U. S. C. 1952 ed. § 135 ^ seq.); 
Plant Quarantine Act and Related 
Legislation (7 U. S. C. 1952 ed. § 141 
et seq. and 7 U. S. C. 1952 ed. § 441, 
and 7 U. S. C. 1952 ed. § 1651); 
Packers and Stockyards Act (7 U. S. 
C. 1952 ed. § 181 et seq.); United 
States Warehouse Act (7 U. S. C. 1952 
ed. § 241 et seq.); Honeybee Act (7 
U. S. C. 1952 ed. §281 et seq.); Capper- 
Volstead Act (7 U. S. C. 1952 ed. 
§ 291 et seq.); Farm Products Inspec- 
tion Act (7 U. S. C. 1952 ed. § 414); 
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Wool Standards Act (7 U. S. G. 1952 
cd. § 415b et seq.); Poultry and Turkey 
Improvement Authority (7 U. S. G. 
1952 ed. § 429); Gotton Statistics and 
Estimates Act (7 U. S. G. 1952 ed. 
§ 471 ^ seq.); Produce Agency Act 
(7 U. S. G. 1952 cd. § 491 et seq.); 
Perishable Agricultural Gommodities 
Act (7 U. S. G. 1952 ed. § 499a et seq.) ; 
Tobacco Statistics Act (7 U. S. G. 1952 
ed. § 501 et seq.); Tobacco Inspection 
Act (7 U. S. G. 1952 ed. § 511 et seq.); 
Tobacco Seeds and Plants Exportation 
Act (7 U. S. G. § 516 et seq.); Export 
Apple and Pear Act (7 U. S. G. 1952 
ed. § 581 et seq.); Agricultural Market- 
ing Agreement Act of 1937 (7 U. S. G. 
1952 ed. § 601 et seq.); Anti-Hog- 
Gholera Serum and Hog-Gholera 
Virus Marketing Agreement Act (7 
U. S. G. 1952 ed. § 851 et seq.); Peanut 
Statistics Act (7 U. S. G. 1952 ed. 
§ 951 et seq.); Sugar Act (7 U. S. G. 
1952 ed. § 1100 et seq.); Agricultural 
Adjustment Act of 1938 (7 U. S. G. 
1952 ed. § 1281 ei seq.); Federal Seed 
Act (7 U. S. G. 1952 ed. § 1551 et 
seq.); Standard Gontainers Act of 1916 
(15 U. S. G. 1952 ed. § 251 et seq.); 
Standard Gontainers Act of 1928 (15 
U. S. G. 1952 cd. § 257 et seq.); Meat 
Inspection Acts (21 U. S. G. 1952 ed. 
§ 94 ei seq., and 19 U. S. G. 1952 cd. 
§ 1306 (b)); Dairy Products for Export 
Act (21 U. S. G. 1952 ed. § 94a); 
Animal Quarantine and Related Acts 
(21 U. S. G. 1952 ed. § 101 et seq., 19 
U. S. G. 1952 ed. § 1306 (a) and (c), 
19 U. S. G. 1952 ed. § 1201/par. 1606, 
and 46 U. S. G. § 466a and b); Virus- 
Serum-Toxin Act (21 U. S. G. 1952 
ed. § 151 étf seq.); Cotton Futures Act 
(26 U. S. G. § 1920 et seq.); Renovated 
Butter Act (26 U. S. G. § 2320 et seq.); 
Twenty-eight Hour Law Relative to 
the Maximum Period of Time Live- 
stock May be Gonfined in Railroad 
Gars or Vessels (45 U.S. G. §71 et seq.). 

THESE GENERAL REFERENCES to some 
of the major legislation by the Gon- 
gress for the regulation of marketing- 
should manifest the concern to protect 
and encourage the normal and free 
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flow of trade and commerce, to safe- 
guard the health of the people, and to 
promote the stability and prosperity 
of our agricultural economy in view of 
an awareness that, as Ghief Justice 
Hughes said, "when industry is griev- 
ously hurt, when producing concerns 
fail, when unemployment mounts, and 
communities dependent upon profit- 
able production are prostrated, the 
wells of commerce go dry." (Appa- 
lachian Coals, Inc. v. United States, 288 
U. S. 344, 372.) 

The regulation of marketing is de- 
signed to promote the public welfare, 
and, therefore, is to be modified or 
altered from time to time to meet 
the changing needs of the Nation. 
{Neil Brooks.) 

Warning ! Let 
the Buyer 
Beware ! 

4'Let the buyer beware" expresses a 
type of warning that became crystal- 
lized in the early common law of 
England and later in America as the 
doctrine of caveat emptor—"let the pur- 
chaser examine the article he is buying 
and act on his own judgment and at 
his own risk." The seller had no 
obligation under the ancient rule to 
reveal discoverable defects. 

When a man sought to buy some- 
thing he was expected to examine the 
article himself and discover whatever 
inferiority of quality or any defects it 
might have. He had no legal recourse 
to recover the loss or to get his money 
back because the law told him to be 
wary when he bought. 

The expression came into use cen- 
turies ago in England when seller and 
buyer met in person, usually in the 
public market place or at a fair or 
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(26 U. S. G. § 1920 et seq.); Renovated 
Butter Act (26 U. S. G. § 2320 et seq.); 
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the Maximum Period of Time Live- 
stock May be Gonfined in Railroad 
Gars or Vessels (45 U.S. G. §71 et seq.). 
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of the major legislation by the Gon- 
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should manifest the concern to protect 
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flow of trade and commerce, to safe- 
guard the health of the people, and to 
promote the stability and prosperity 
of our agricultural economy in view of 
an awareness that, as Ghief Justice 
Hughes said, "when industry is griev- 
ously hurt, when producing concerns 
fail, when unemployment mounts, and 
communities dependent upon profit- 
able production are prostrated, the 
wells of commerce go dry." (Appa- 
lachian Coals, Inc. v. United States, 288 
U. S. 344, 372.) 

The regulation of marketing is de- 
signed to promote the public welfare, 
and, therefore, is to be modified or 
altered from time to time to meet 
the changing needs of the Nation. 
{Neil Brooks.) 

Warning ! Let 
the Buyer 
Beware ! 

4'Let the buyer beware" expresses a 
type of warning that became crystal- 
lized in the early common law of 
England and later in America as the 
doctrine of caveat emptor—"let the pur- 
chaser examine the article he is buying 
and act on his own judgment and at 
his own risk." The seller had no 
obligation under the ancient rule to 
reveal discoverable defects. 

When a man sought to buy some- 
thing he was expected to examine the 
article himself and discover whatever 
inferiority of quality or any defects it 
might have. He had no legal recourse 
to recover the loss or to get his money 
back because the law told him to be 
wary when he bought. 

The expression came into use cen- 
turies ago in England when seller and 
buyer met in person, usually in the 
public market place or at a fair or 
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bazaar. With the goods at hand, open 
and available for inspection by the 
purchaser, the parties haggled. When 
the price was finally agreed upon, the 
sale was closed. In the circumstances, 
opportunities for finding out the true 
quality of the article were about equal 
as between purchaser and seller. 
Nothing was sold in scaled containers, 
closed packaging, or similar conven- 
iences, which make it hard or impos- 
sible for the purchaser to inspect the 
product itself. 

Transplanted to America, caveat 
empior is said to have become popular 
in the frontier days. The United States 
Supreme Court as late as 1870 applied 
the doctrine to a case in which the 
buyer was obliged to suffer the loss 
from rotten and damaged wool that 
deceitfully had been packed inside 
some of the bales comprising a ship- 
ment of South American wool offered 
for sale by a broker in Boston. At the 
time of purchase, the buyer opened 
and inspected four bales of the lot; 
finding them satisfactory, he agreed to 
the purchase without going to the 
trouble of opening the other bales. 
He assumed the unopened bales were 
of the same quality as those he in- 
spected. Some months later he dis- 
covered the concealed rotten and 
damaged wool, and he sued the seller. 
The high court, however, ruled that 
caveat emptor relieved the seller of any 
obligation to make good the loss. 
(Barnard v. Kellogg, 77 U. S. 383.) 

The English common law courts are 
said to have regarded the let-the- 
buyer-beware doctrine as good philos- 
ophy because it tended to sharpen 
the wits of buyers. 

As a maxim of the law, caveat empior 
tended to subject marketing to condi- 
tions of suspicion and distrust between 
buyer and seller. It has long since been 
learned, however, that the important 
economic function of selling should be 
conducted on a basis of confidence and 
mutual respect between seller and 
buyer—that the truly sound principle 
of frank and full understanding of the 
product and its character and quality 
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and what it can be expected to do 
should prevail. 

The wisdom of the seller, as well as 
his obligations under new laws, is 
today leading him in the direction of 
not waiting for the buyer to discover 
information about the product offered 
for sale, but of making facts available 
to enable the purchaser to buy with 
understanding and full knowledge. In 
fact, we find the idea of keeping the 
customer satisfied so prevalent in 
business today that often merchants 
proclaim as their policy that the 
customer is always right. That may be 
a bit of exaggeration, for as yet it 
cannot be said that the ultimate of 
equitable dealing has been reached in 
all sales transactions. There is still 
need for the buyer to exercise a cer- 
tain degree of wariness. 

Personal inspection by the purchaser, 
as was expected under caveat emptor, 
is no longer practicable or feasible as 
a means of ascertaining the condition, 
composition, or quality of the different 
articles and commodities daily offered 
for sale. The purchasers do not have 
much opportunity to examine prod- 
ucts for themselves. Modern packaging 
renders impossible any preexamina- 
tion of many of the articles placed on 
the market. Furthermore, most manu- 
factured products arc made under 
such highly developed technology that 
useful examination requires scientific 
expertness which the ordinary pur- 
chaser does not have. Even learned 
professionals with highly developed 
laboratory equipment often find it 
difficult to determine the components 
of products and evaluate their po- 
tentialities. In reality, the buyer 
becomes daily more dependent upon 
the manufacturer or seller for the 
information he needs for choosing his 
purchases with understanding and 
intelligence. 

Progress has brought many im- 
provements. A major part of the ad- 
vances come from an accumulation 
of special statutes enacted by Congress 
and by State legislatures since just 
before the beginning of the twentieth 
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century. In legislating, the idea of 
requiring informative labeling has 
been adopted for special lines of com- 
modities, including food products, 
seeds, fertilizers, wool and fur clothing, 
and various other products. 

Closely related—but more widely ap- 
plicable—are legislative prohibitions 
designed to protect the buyer from 
misrepresentations or deceptive condi- 
tions arising from action of the seller. 
Sale of adulterated or unwholesome 
products intended for human con- 
sumption has been specifically pro- 
hibited. Special safeguards are pro- 
vided to protect people in respect to 
commodities that contain poisonous or 
deleterious substances. Various ad- 
ministrative regulations and orders 
also have been issued providing mini- 
mum standards of quality or construc- 
tion and requiring disclosure of certain 
facts to prevent confusion or misunder- 
standing on the part of purchasers. 

Heavy reliance has likewise been 
placed on implementing by law the 
idea of assuring to the buying public 
and to our private enterprise economy 
the benefits of free and fair competition 
among sellers, thereby affording a 
progressive stimulant to better selling 
methods. 

LEGISLATION respecting informative 
disclosure of contents and the exclusion 
of unfit goods is illustrated by the 
national pure food and drug law. The 
original statute was enacted in 1906, 
and was a culmination of the great 
efforts of Dr. Harvey Wiley. The 
Congress improved and strengthened 
the law by enacting in 1938 the provi- 
sions known as the Food, Drug, and 
Cosmetic Act. 

Within the area of interstate com- 
merce it applies to all types of foods 
and medicines for "human or other 
animals," as well as to anything 
(except soap) that is "rubbed, poured, 
sprinkled, or sprayed" on the human 
body for "cleansing, beautifying or 
promoting attractiveness." All types 
of misbranding are prohibited. 

Adulteration or use in the product 
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of any unclean, deteriorated, poison- 
ous, or deleterious substance is also 
forbidden. Reducing the quality by 
abstracting some valuable constituent 
or coloring the product to conceal 
damage or an inferiority likewise is 
prohibited. 

Packaged foods that may be sub- 
standard in quality but nevertheless 
are wholesome may still be sold but 
only upon disclosure to the purchaser 
that they are below standard or are 
imitations. 

Certain food products sold under 
common names have been placed 
under "Standards of Identity." Stand- 
ards of identity provide basic specifi- 
cation of ingredients, and have been 
issued for bread, flour, macaroni, 
fruit butters (jellies and preserves), 
butter, oleomargarine, canned corn, 
canned tomatoes, cheese, milk choc- 
olate, mayonnaise, condensed milk, 
whipping cream, liquid eggs, and 
many other prepared or processed 
foods. For them the label need not 
state the prescribed ingredients, but 
specifications of the ingredients are 
made available by Government publi- 
cation. Any departure from the pre- 
scribed standard of components is 
prohibited. 

Reforms thus brought about enable 
the buyer to select his purchase with 
assurance of its essential quality and 
purity and with knowledge of compo- 
nents. Besides having the benefits of 
scrupulous labeling, the purchaser also 
has protection against false or mislead- 
ing advertising under another statute— 
Federal Trade Commission Act (15 
U. S. C. A. 41-58)—which* applies 
generally to articles of commerce, as 
well as to foods, drugs, curative de- 
vices, and cosmetics. 

Marketing has likewise been mate- 
rially advanced by national legislation 
in other fields. Under administration 
of the Department of Agriculture, the 
Congress has provided standards for 
the classification of cotton, "by which 
the quality or value may be judged 
and determined." Similarly, "stand- 
ards of quality and condition" have 
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been established for corn (maize), 
wheat, rye, oats, barley, flaxseed, soy- 
beans, and other grains, and are re- 
quired to be used for official inspection 
when those basic commodities are 
marketed by grade in interstate com- 
merce. Standards of minimum quality 
of apples and pears sold for export are 
required to be met, A system for in- 
spection and certification of perishable 
agricultural commodities for interstate 
shipment has been made available. 
Official tobacco standards have also 
been authorized and official grading 
is mandatory on designated auction 
markets. 

UNDER THE FEDERAL SEED ACT (53 
S tat. 1275) the Congress has taken 
steps to assure that the farmer or 
planter shall be enabled to buy his 
agricultural and vegetable seeds with 
knowledge of essential facts. Label dis- 
closure is required to be made to show 
the true name of the kind or variety of 
the seed, the percentage of its purity 
and of its germination, and also the 
amount of noxious weed seed present. 
In a seed mixture the percentage of 
each principal component must be 
stated specifically. If the germination 
of vegetable seed is below the standard 
prescribed, the container must be 
marked "below standard." False or 
misleading labeling or advertising are 
also prohibited. 

Strict regulations are imposed to pro- 
tect the buyer from adulterated foreign 
seeds. Where the country of origin of 
foreign seed has an important bearing 
on the crop which it will produce, such 
as alfalfa and red clover, the seed must 
be stained. That imported from South 
America is required to be stained 10 
percent orange red; from Canada, 1 
percent violet. Ten percent of a mix- 
ture of foreign seeds whose origin is not 
established must be stained red. 

Agriculture is also the principal 
beneficiary of new legislation by the 
Congress relating to the sale of pest- 
control sprays, powders, and com- 
pounds known as insecticides, fungi- 
cides, and rodenticides—61 S tat. 163. 
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The seller must not only see that these 
products are up to standard but he is 
also required to disclose their poison- 
ous nature and to make available infor- 
mation showing what is an effective 
antidote for the poison. A distinguish- 
ing color must be applied to certain 
types of these products to guard against 
mistaking them for something harm- 
less, like flour or meal. 

In the field of wool and fur products, 
impetus to improving the basis of sales 
transactions was further supplied by 
the Congress in special legislation that 
became effective in 1941 and 1952. 
(Wool Products Labeling Act, effective 
July 1941, 54 S tat. 1128; Fur Products 
Labeling Act, effective August 1952, 
65 Stat. 175.) Articles of clothing or 
other textiles that contain or purport 
to contain woolen fiber in whole or in 
part are required to be truthfully 
tagged or labeled and to reveal thereon 
the respective percentages of each 
different type of fiber contained in the 
fabric, exclusive of ornamentation not 
exceeding 5 percent. To the extent 
they are present, the label must show 
the percentage of "wool," "reproc- 
essed wool," or "reused wool," and the 
percentages of nonwoolen fiber, such 
as cotton, silk, linen, rayon, nylon, or 
other synthetic fiber. "Miscellaneous 
Fibers" may be used to designate those 
present in less than 5 percent. 

The buying public need not guess or 
be misled by appearances or otherwise 
as to whether the cloth is all wool or 
what other components it may have, 
nor whether the woolen fiber in the 
material is reused (secondhand) or 
whether it is virgin or new wool, or 
"reprocessed" fiber never before used 
by an ultimate consumer. 

In the fur-labeling act, the Congress 
undertook to put an end to the practice 
of giving false or fictitious animal 
names to less costly furs dyed and 
dressed to simulate the more expensive 
kind. Rabbit fur at different times had 
been sold to the buying public under 
no less than 50 purported animal 
names, not one of which revealed to 
the purchaser the truth that the prod- 
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uct was in reality rabbit fur dyed in 
simulation of something else. Under 
the new law an official name guide of 
all fur-bearing animals has been estab- 
lished. Sellers must reveal to the pur- 
chaser by tag or label the true name of 
the animal; if the fur has been dyed or 
bleached, or if it is secondhand or 
damaged, or if the garment is made of 
paws or other small pieces, those facts 
also must be revealed. No misrepresen- 
tation in labeling, invoicing, or adver- 
tising is permitted. 

State legislatures likewise have been 
helping to elevate the basis of sales 
transactions and to that extent taking 
the game of chance out of marketing. 

Many States have adopted the so- 
called model advertising law, which 
provides that "any person who, with 
intent to sell, disseminates an adver- 
tisement which contains any asser- 
tion, representation or statement of 
fact which is untrue, deceptive or mis- 
leading shall be guilty of a misde- 
meanor." 

Pure food laws and other similar 
legislation that States have enacted tie 
in closely with the Federal law. With 
the national laws devoted primarily to 
interstate transactions and State law 
to local or intrastate business, they 
complement or supplement each other 
in the task of reducing the possibility 
of jurisdictional and other loopholes 
that would allow some offenders to 
escape. 

Factual labeling under State author- 
ity is provided quite extensively in 
respect to some commodities. Such 
action is perhaps most fully exempli- 
fied by the fertilizer laws, which exist 
in all the States and require that the 
seller by tag or label must furnish to 
the buyer a meaningful description of 
the content of the product. The buyer 
is thus afforded a basis of fact on which 
to make his purchase and to select the 
fertilizer his soil needs for the crops he 
intends to grow. The percentages of 
nitrogen, available phosphoric acid, 
and potash must be revealed, as well 
as the weight and the name of the 
brand and the producer. Some States 
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require more than others. In addition 
to the ingredients, two States require 
that the seller must inform the buyer 
as to whether the material is "acid- 
forming" or "non-acid-forming." In 
at least one State special information 
must be furnished when the fertilizer 
is to be used for tobacco. 

State laws for labeling bedding arti- 
cles and paint products are further 
examples of specific legislative action 
to provide the buying public with 
honest information. 

The so-called uniform sales act, 
adopted by a number of States, con- 
tains a clause to the effect that "if the 
buyer has examined the goods, there 
is no implied warranty as regards 
defects which such examination ought 
to have revealed." Therein survive 
vestiges of caveat emptor, despite the 
trend pursued for generations of dis- 
carding it as not a fair or equitable 
rule to govern modern marketing. It 
is wholly at variance with the prin- 
ciple underlying the various labeling 
laws, which proceed on the basis that 
the seller shall furnish the essential 
facts about the article and not leave 
such to be discovered by the pur- 
chaser upon his own inspection and 
at his own risk. 

The factor of competition, which our 
Federal and State laws seek to pre- 
serve, affords a counteracting influence 
tending to alleviate the rigors of 
caveat emptor. Competition exerts a far- 
reaching force in buying and selling. 
Obviously a greater degree of bargain- 
ing power rests with the purchaser 
when he has a choice among several 
sellers, each competing with the other 
to gain his patronage as a customer. 
The type of service which the seller 
will afford, his willingness to acquaint 
the purchaser fully with the quality, 
character, and performance of his 
product, his desire to render the pur- 
chaser satisfaction, the reasonableness 
of his price, his readiness to stand 
responsible for any defects the product 
may develop—all are influenced favor- 
ably toward the buyer by the opera- 
tion of free and fair competition. 
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The idea that competition shall be 
kept free to operate vigorously and 
fairly is a basic principle of our private 
enterprise economy under which our 
industrial and commercial develop- 
ment has made phenomenal strides. 
There is truth in the saying that "com- 
petition is the life of trade." 

Our Federal antitrust law (the Sher- 
man Act) dating from 1890, was de- 
signed to preserve competition in busi- 
ness by prohibiting monopolies and 
industrial or commercial combinations 
that restrain trade. 

To safeguard further the operation 
of competition, the Congress in 1914 
established the Federal Trade Com- 
mission and charged it with the duty 
of stopping the use in interstate com- 
merce, by persons, partnerships, or 
corporations, of unfair methods that 
suppress or injure competition. By such 
means it was felt that monopolies could 
be checked in their incipiency. Monop- 
oly-breeding methods in business have 
been stopped in numerous cases prose- 
cuted by the Commission in the 40 
years of its existence. 

The original Sherman Act and the 
Federal Trade Commission Act, fol- 
lowed by a series of supplemental acts 
of Congress, stand in recognition of the 
importance of competition in commer- 
cial activities. Under them, competing 
manufacturers or sellers are not per- 
mitted to agree or to conspire among 
themselves to fix prices or to limit the 
amount of production so as to keep 
prices high through artificially created 
scarcities or to divide territory so as to 
avoid competing with one another. 

Likewise a manufacturer or distrib- 
utor is not permitted to injure, prevent, 
or destroy competition by discriminat- 
ing in price among his competing 
dealers or in the services he furnishes 
to them for promoting the resale of his 
products. Nor is he permitted to lessen 
competition materially by requiring 
them not to handle the products of 
competitors. A corporation may not 
limit competition substantially by buy- 
ing up its competitors, and it may not 
have one or more persons serve at the 
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same time on its own and its corporate 
competitor's board of directors, unless 
they are comparatively small concerns. 

Implemented by such laws is the 
basic principle that sellers have no 
right through monopolistic practices 
or combinations in restraint of trade to 
deprive purchasers of the benefit of 
competition as a governing influence 
in sales transactions. The view is gener- 
ally accepted that the driving force of 
competition in the distribution of 
goods from producer to consumer will 
bring to the buyer the greatest abun- 
dance and variety of merchandise at 
the lowest price and with the best 
quality for the money. 

Congress also enacted the policy, en- 
forced by the Federal Trade Commis- 
sion, that competition although free 
shall not be allowed to degenerate into 
or become corrupted by practices that 
are tinged with elements of deception, 
bad faith, or fraud, whether brought 
about by misrepresentation on the part 
of the seller or by his concealment or 
nondisclosure of material facts which 
tend to mislead or deceive the buyer. 
A great variety of selling practices of 
this sort have been ruled unlawful by 
the Federal Trade Commission. 

Advertising is today the great sales- 
man. Television and radio have been 
added to the art of printing as vehicles 
to carry the sales message to buyers 
everywhere. Business is spending at a 
rate of more than 7 billion dollars a 
year on advertising to induce custom- 
ers to buy. To preserve the constructive 
character of such a powerful force and 
to protect the buying public, the Fed- 
eral Trade Commission Act requires 
advertising not to carry anything that 
is false, deceptive, or misleading in the 
circumstances in which it is to be used. 
Such applies in interstate commerce to 
articles of virtually every description. 

The inhibited deception is not con- 
fined merely to those selling claims 
that are actually false, but may include 
statements which, although literally 
true, present a misleading inference. 
The Supreme Court has said "decep- 
tion may result from the use of state- 
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merits not technically false or which 
may be literally true." {United States v. 
£5 Barrels of Vinegar^ 265 U. S. 438, 
443; 1924.) Furthermore, a manufac- 
turer must see to it that whatever he 
says or does in marketing his product 
shall not lead to deception of the ulti- 
mate purchaser even though his own 
customer, the dealer, is not deceived. 
When underwear made of cotton with 
10 percent wool was marked by a 
manufacturer with the words "natural 
wool" he was held to be using an un- 
lawful practice although his custom- 
ers, the dealers, knew the product was 
not all wool and were not deceived. 
The practice was deemed unfair be- 
cause the misleading brand on the 
boxes enabled the dealer to deceive 
the ultimate consumer. {Federal Trade 
Commission v. Winsted CO., 258 U. S. 
483; 1922.) 

Failure to reveal to the purchaser the 
secondhand nature of typewriters, used 
re finished felt hats, and of various 
other used articles which had been re- 
built or refinished to have the decep- 
tive appearance of being new was ruled 
to be unfair and illegal. 

If a manufacturer constructs or fin- 
ishes his product in such way as to 
give it the appearance of that which 
it is not, he is pretty well obliged to 
make an affirmative disclosure of the 
real nature of the article in order to 
avoid the probability of purchasers 
being confused or deceived by its ap- 
pearance. Buffet trays surfaced with a 
processed paper to simulate walnut 
wood were held to be u almost certain 
to deceive the buying public." {Has- 
kelite Mfg. Corp. v. Federal Trade Com- 
mission, 127 F. (2d) 765, 766.) 

Not all progress, however, has been 
forced by Government regulation or 
the host of new statutes touching the 
subject. The record on the part of 
business itself shows noteworthy ac- 
tion in support of a high standard 
of scrupulous and enlightened sales 
methods. 

Some trade groups have established 
codes of ethics for their members to 
apply in selling their products. Mer- 
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chants of various communities through- 
out the country, particularly in our 
principal cities, are supporting such 
organizations as better business bu- 
reaus, advertising clubs, and boards of 
trade, which usually include among 
their activities programs for improving 
sales methods by holding in check 
practices that are unfair or deceptive 
to purchasers. 

Some manufacturers and dealers 
pursue a policy of employing commer- 
cial testing laboratories, or of main- 
taining testing laboratories of their 
own, to analyze and evaluate the 
quality and performance of products 
in which they deal. Generally such 
testing is performed as an aid to their 
own buying and to assure themselves 
of the quality and performance of the 
articles which they wish to offer to 
their customers. To the extent factual 
information about the quality and 
character of the merchandise thus ob- 
tained is made available in reasonably 
complete form, buyers are benefited. 

From time to time certain organiza- 
tions supported by members of indus- 
try and trade have also set up mini- 
mum standards of construction and 
performance of products, particularly 
textiles. Such efforts often help to 
bring assurance to purchasers and con- 
sumers that when they buy products 
coming under such standards they are 
getting a reasonable quality. 

In a competitive business where the 
purchaser has a choice of several 
sellers, competition among them com- 
pels each to try to exceed the other in 
furnishing quality, service, and satis- 
faction to the buyer. Indeed, their 
chance of remaining in business de- 
pends in large measure on their re- 
spective capabilities to supply the 
customer's needs or desires with the 
best quality and service at the best 
price, thus retaining the buyer's good- 
will, that indefinable inclination that 
makes individuals want to come back 
and purchase again from the same 
source. The businessman's desire to 
retain the customer's goodwill exerts 
a strong influence. 
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Our courts of justice have gone far 
in receding from the ancient doctrine 
of "let the buyer beware/' They give 
substantial effect to a doctrine that 
there must be complete honesty in 
whatever the seller does in the course 
of offering his product for sale. Our 
highest tribunal has said: "There is 
no duty resting upon a citizen to sus- 
pect the honesty of those with whom 
he transacts business. Laws are made 
to protect the trusting as well as the 
suspicious." {Federal Trade Commission v. 
Standard Education Society, 302 U. S. 112, 
116.) 

The seller has no right to m: 'cad or 
deceive the buyer even for his own 
good, and it is no excuse or defense to 
a charge of deception to say that the 
article furnished was as good or better 
than what the buyer thought he was 
getting, or that it saved him money 
because the article delivered was lower 
in price. 

To use again the words of the Su- 
preme Court: "Fair competition is not 
attained by balancing a gain in money 
against a misrepresentation of the 
thing supplied. The courts must set 
their faces against a conception of busi- 
ness standards so corrupting in its tend- 
ency. The consumer is prejudiced if 
upon giving an order for one thing, he 
is supplied with something else." {Fed- 
eral Trade Commission v. Algoma Lumber 
Co., 291 U. S. 67, 78.) 

In the Standard Education case 
mentioned above, the Supreme Court 
also stated: "The best element of busi- 
ness has long since decided that hon- 
esty should govern competitive enter- 
prises, and that the rule of caveat 
emptor [Let the Buyer Beware] should 
not be relied upon to reward fraud and 
deception." 

The march toward the better day, 
however, has not yet reached the end 
of its journey of usefulness. There re- 
mains in our vast marketing structure 
areas in which much room for im- 
provement exists, although the ad- 
vance achieved in the past 70 years 
has been substantial. 

Informative labeling laws leave many 
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products untouched. As our industrial 
production becomes more scientific 
and technological, as discoveries of 
new materials and new uses and com- 
binations of old materials are made, it 
becomes more pressing than ever that 
information essential to intelligent buy- 
ing be made available to purchasers. 

Progress on the basis of enlightened 
thought must continue if our sales 
policy is to maintain its upward trend 
toward the wholesome ultimate in 
which the buyer with full confidence 
and trust can make all his purchases 
on an informed basis of honest infor- 
mation and completely fair and above- 
board dealing. {Henry Miller.) 

A Fraud by 
Any Other 
Name 

"Fraud" and "deceit" are short and 
hard words even though we try to 
soften them to "sharp practice" or 
"irregular conduct." Somebody takes 
unfair advantage of somebody else, 
and intends to do it—perhaps as part 
of a calculated pattern of doing busi- 
ness. The victim suffers a loss, some- 
times small, sometimes ruinous. 

The marketing of farm goods may 
be a fertile field for sharp trading—wit- 
ness the fact that the statutes of all of 
the States and the United States are 
liberally studded with provisions to 
discourage irregular marketing prac- 
tices and to punish the malefactor by 
the imposition of fines, imprisonment, 
or even economic death in the form of 
revocation of license. In California, 
for instance, you can get a year in jail 
and a criminal fine of a thousand dol- 
lars for handling farm products as a 
commission merchant, dealer, buyer, 
broker, processor,  or agent, without 
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first obtaining a license and posting 
a bond. 

One who holds a valid license as 
commission merchant, dealer, broker, 
processor, or agent can lose it or have 
it suspended for such offenses as non- 
payment within the time set forth in 
the contract between the parties or for 
failure promptly to make proper and 
true accounting. Other offenses, upon 
proof of which a license is placed in 
jeopardy, are making false statements 
as to the condition and quality of farm 
produce received or in storage and 
intentionally making false statements 
as to marketing conditions. 

A licensee may be called to account 
for such acts as making fraudulent 
charges or returns for the handling, 
sale, or storage of farm products, ficti- 
tious sales, or being guilty of collusion 
to defraud the producer. A commission 
merchant may not make a reconsign- 
ment and charge more than one com- 
mission for making the sale without 
the written consent of the consignor. 
A licensee may be disciplined for refus- 
ing to file a schedule of his charges 
for services in connection with produce 
handled on account of the shipper, or, 
in fact, for indulging in any unfair 
practice. 

One of the most powerful provisions 
of the code regulating the marketing 
activities of wholesale handlers pro- 
vides that a license may be revoked 
because the licensee has rejected, with- 
out reasonable cause, or has failed and 
refused to accept, without reasonable 
cause, any farm products bought or 
contracted to be bought from a pro- 
ducer. He must not fail to furnish or 
provide boxes or other containers, or 
hauling, harvesting, or any other serv- 
ice contracted to be done in connec- 
tion with the handling of farm prod- 
ucts bought or handled or contracted 
to be bought or handled. He must not 
use any other devices to avoid accept- 
ance, or unreasonably to defer accept- 
ance of farm products bought or han- 
dled, or contracted to be bought or 
handled. One provision states that the 
licensee may lose his license if he is 

273 

found to be guilty of fraud, deceit, or 
willful negligence in any form. He 
may not fail to carry out any lawful 
contract with a producer, without 
reasonable cause. 

The acts or omissions thus briefly 
stated from the pages of the California 
Agricultural Code illustrate the wide 
range of irregularities sought to be 
controlled or discouraged by special 
statutes in the several States. 

The Committee of the National 
Association of Marketing Officials on 
Laws to Prevent Misrepresentation, at 
the Association's convention in 1952, 
recorded their findings and recommen- 
dations as follows: 

"The NAMO recognizes the fact 
that there is no program more vital to 
agriculture as a whole than to main- 
tain an alert, continuing, and effective 
crusade against misrepresentation in 
the marketing of agricultural products. 
Misrepresentation, generally speaking, 
costs producers and consumers untold 
millions yearly, not only from direct 
losses traceable to fraud and chicanery 
in their various forms, but in the nec- 
essary maintenance of Federal, State 
and local agencies whose duties are to 
discover, prevent and punish deceit, 
and to enforce laws conceived and 
enacted to discourage and eliminate 
unfair practices destructive to our 
economy. 

"Misrepresentation is a vice appear- 
ing in many phases. A product or 
package is mislabelcd as to the grade, 
size, weight, condition or even the 
contents, to the disgust and dismay of 
the consumer. Producers themselves 
will deliver 'stacked loads' to proces- 
sors. Receivers in terminal markets 
misrepresent to the shipper the con- 
dition of a shipment on arrival, in the 
hopes of securing an unwarranted 
price adjustment. Buyers misrepresent 
the condition of the market, or the 
status of current price schedules. Pack- 
ers place low-grade or even cull prod- 
ucts in cans or other containers, and 
label or advertise these products as 
top-grade. Unscrupulous commission 
merchants   make  false   returns.   Un- 
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scrupulous  weighmasters  make  false 
certificates of weight and measure.55 

The process of marketing is sur- 
rounded also with rigid requirements 
touching fruit, vegetables, and nuts, 
honey, livestock, and eggs, meat, and 
poultry products. Producers and con- 
sumers alike are protected by agencies 
engaged in testing the accuracy of 
weighing and measuring devices, and 
in discouraging such frauds as decep- 
tive packing. Still other agencies in- 
spect milk, meat, poultry, and canned 
or frozen foods and require them to be 
produced, processed, and delivered 
under sanitary conditions. The eva- 
sions made by some to avoid the sani- 
tary and packing requirements have 
been characterized by the courts as 
fraud. 

THE VARIOUS FRAUDS and deceits 
used by the fast traders are legion. Not 
all are practiced by the handler or 
receiver against the grower or shipper. 
The grower is not above reproach. In 
the unsavory lexicon of chicanery, the 
following instances are characteristic. 

Grapefruit grown in the Coachella 
Valley in California bear the mark 
" Coachella" stamped on each fruit. 
The boxes bear a like legend. Inferior 
grapefruit produced in other parts of 
the State nevertheless have been 
stamped uCoachella." Inspectors fol- 
lowed the loads and noted their origin 
and destination. Court action and 
heavy fines put a stop to it. 

In packing asparagus, growers have 
been known to pack large stalks on the 
outside because they make a better 
looking package and so bring more 
money. When these deceptive packs 
are intercepted, fines follow. 

During the Second World War deal- 
ers bought oranges at 5.5 cents a 
pound on the trees. They found they 
could not make commission charges. 
Accordingly they packed 150 oranges 
in a box, but used the 176 size; the 
latter has a diameter of 2.84 inches, 
while the 150 size calls for a 3-inch 
diameter. All boxes were properly 
marked as to count, but the fruit did 
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not average up to the required di- 
ameter. More than 17,000 boxes were 
rejected at one packinghouse. 

The "stovepipe" method of packing, 
an old practice, is to put the smallest 
and defective potatoes in the center of 
the sack and the largest and best on 
the outside and top. inspection by 
cutting the sack on one side or opening 
the top usually does not reveal the de- 
fective or undesirable potatoes. 

Growers and packers of strawberries 
have persisted in placing the larger 
and better strawberries on the top or 
in the face of the basket and the little 
ones in the bottom. One grower, ap- 
pearing in court for such a violation, 
pleaded that the big strawberries on 
the top did not hurt the little ones in 
the bottom ! 

A few years ago some growers and 
handlers of sweetpotatoes began to dye 
them to attain deeper color, to get 
higher prices, and also to cover some 
defects. Some of the dyes would dis- 
solve in the water during preparation 
for the table. In a test case, the court 
sustained the law against deceptive 
dyeing and ordered the destruction of 
a large quantity of sweetpotatoes. Dye 
also has been applied to pale-colored 
red varieties of Irish potatoes to 
increase the red color, and in a few 
instances, but with little success, to 
white Irish potatoes to make them 
appear red. 

Black varieties of juice grapes of 
lesser value than the Zinfandel variety 
have been labeled Zinfandel grapes 
and shipped to eastern markets. Prose- 
cution of violators has discouraged the 
practice. In some eastern markets ship- 
ments of juice grapes in containers not 
labeled as to variety have been simi- 
larly mislabeled. In some instances 
proper variety markings have been 
obliterated upon arrival in eastern 
markets, and misstatements of variety 
placed upon the containers in order to 
enhance their value. 

In the official inspection of canning 
tomatoes in California, where repre- 
sentative samples are taken from a 
load for the purpose of determining 
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compliance with the law, it has been 
necessary to vary the positions from 
which the sample containers are taken 
from the load in order to discover the 
loads that have been stacked. Stacking 
a load is arranging the containers so 
that inspectors will take for their sam- 
ple containers of tomatoes of better 
quality than those in the rest of the 
load. The same situation exists in ref- 
erence to deliveries of many kinds of 
fruits and vegetables that stop for in- 
spection at highway inspection stations. 

In a prosecution for the sale of apples 
packed and wrapped in containers 
with misstatement as to count of the 
number of fruits, it was found that 
the dealer or his agent, upon filling an 
order for certain sizes of apples, merely 
removed the previous count markings, 
which apparently had been correct, 
and applied the count on the contain- 
ers as specified in the order. 

A shipment of eggs to a Government 
agency was found to contain a sub- 
stantial percentage of inedible eggs. 
The shipment had been inspected be- 
fore delivery and had been found to 
be satisfactory. It was proved that 
after inspection the eggs had been re- 
moved from the cases; the defective 
eggs had been substituted and delivered 
to the agency. 

Many attempts have been made to 
avoid inspection in order to ship fro- 
zen oranges to markets. Because freez- 
ing damage is not visible from the out- 
side appearance, some handlers have 
sold frozen oranges to dealers. At one 
packinghouse lookouts were posted to 
give a signal when an enforcement 
officer approached, whereupon the 
packed frozen oranges on hand were 
hidden quickly. Another time officers 
followed a load of frozen oranges that 
were delivered to a packinghouse, 
which apparently was closed. They 
discovered that supplemental packing 
equipment had been installed on the 
second floor of the building, and that 
frozen oranges were being packed 
there behind blackout curtains. 

Another type of fast dealing was the 
false delivery of canning tomatoes to 
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a cannery. Truckloads of tomatoes were 
received and inspected and presum- 
ably delivered to the cannery; a 
weight receipt, inspection certificate, 
and delivery receipt were filed in the 
cannery records. With the knowledge 
or instruction of an employee, the to- 
matoes were taken to the unloading 
platform but, instead of unloading, 
were taken away from the plant. After 
an interval, to let it seem like another 
load, the same tomatoes were again 
presented for inspection, weighing, and 
acceptance by the cannery. 

AN INSTANCE of sharp practice: A 
trucker is hauling baled hay from a 
grower's barn for delivery to a dairy- 
man. The grower is not at home when 
the trucker loads the hay, but the 
instructions are for the trucker to have 
the hay weighed by a licensed public 
weighmaster. The trucker goes to the 
grower's barn and loads the truck with 
no bales of hay. The public weigh- 
master has already determined the tare 
weight of the truck, and when the 
trucker returns to the scale with his 
loaded truck, the public weighmaster 
determines the gross weight. The truck- 
er tells the weighmaster that he has 
roo bales on the load and that a note 
to that effect should be made on the 
weighmaster's certificate. The weigh- 
master makes the notation, subtracts 
the tare from the gross, and notes that 
the net weight is 13,750 pounds. On 
the way to the dairyman, the trucker 
stops at his home place and removes 
the top 10 bales. He continues to the 
dairyman, delivers the 100 bales, and 
presents the weighmaster's certificate, 
complete with license number, gross, 
tare, and net, properly signed—a certi- 
fied count of 100 bales with a net 
weight of 13,750 pounds. The buyer 
counts 100 bales of hay after they have 
been stacked. He mails his check to 
the grower for 6.75 tons of hay. 

The dairyman who bought the hay 
might wonder why his 6.75 tons did 
not last as long as he had planned, but 
it is possible that the trucker has been 
delivering hay to him for many years 



276 

and the dairyman has become one of 
the trucker's regular customers for 
short-weight deliveries. 

Another phase of sharp practice in- 
volves dealings between the buyer, or 
commission merchant, and the grower. 
The handler may take advantage of 
the fact that complete information gen- 
erally is lacking regarding production 
and harvesting costs, particularly for 
perishable crops. 

Until the crop has been harvested 
and the total amount obtained from 
the sale considered in relation to ex- 
penses of production and harvesting, 
one cannot determine the price per 
unit to be obtained in order to assure 
a profit on the season's operation. 
Therefore the producer tries to get the 
highest price offered for his produce, 
hoping to place himself in a favorable 
position in relation to his cost. He 
thereby becomes a target for the oper- 
ator whose method is to offer more 
than the market justifies and who thus 
is often successful in securing the prod- 
uce in competition with legitimate 
buyers. It is not until settlement time 
arrives that the producer realizes his 
mistake in seeking to obtain unrealistic 
prices. 

The operator's method is to withhold 
a part of the purchase price, create a 
controversy with the producer over 
grade, quality, or size, and wear the 
producer down to accepting less than 
the amount due, in order to avoid a 
long delay or possible litigation. The 
deliberate adoption by the buyer of 
such a method is unethical, but his 
actions are not illegal in themselves. 
He thus gets farm products at reduced 
prices, and the producer has been 
placed in the position of finally accept- 
ing less than he might have received 
from a buyer who offered a legitimate 
price. 

Another practice is that a buyer pays 
promptly for the first few loads of prod- 
uce he receives but does not return to 
pay for the last load. There is the buyer 
whose checks are worthless and who 
makes them good only when he is 
caught. There are the buyers who, al- 
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though unknown to the producer, can 
fast-talk the farmer out of a load of 
produce with nothing but promises to 
return and make payment. 

Consider also the promoter who 
promises more than top prices -to the 
producer if he will send his produce 
on consignment. The prices do not 
materialize, but substantial handling 
charges do, and the grower at the end 
ruefully regards an account of sales 
that shows only red ink as the reward 
for a season's work. 

Safeguards against traders' attempts 
to profit from lack of knowledge on 
the part of the grower or shipper and 
against false claims for adjustments 
based on the alleged failure of the 
commodity to meet contract specifica- 
tions are provided in the reports of 
prevailing prices, market conditions, 
demand, supply, carlot movements, 
track holdings, cold-storage holdings, 
and other related information col- 
lected and sent out by Federal and 
State market news and crop reporting 
services. Help also is given by shipping- 
point inspection service, which, at the 
request of the shipper, examines fruit 
and vegetables as they are being 
graded, packed, and loaded for ship- 
ment. It issues certificates describing 
in detail the quality, condition, grade, 
size, and pack. Its certificates are used 
largely as the basis of sales f. o. b. at 
shipping point, and are admissible as 
evidence in the courts. 

Deceptive packaging is a fraud prac- 
ticed against the consumer. Ina carton 
that can hold 10 ounces of a food are 
placed only 8 ounces. Dried beef often 
is packed in glass jars. Usually they 
are properly filled; but it has been 
known to happen that a label, care- 
fully placed to go completely around 
the jar, hides the contents so that the 
unscrupulous packer can avoid filling 
the jars entirely. The buyer could see 
the "slack fill" if he turns the jar up- 
side down and strikes the bottom 
sharply with the palm of the hand. 
But that simple way to determine 
whether the jar is completely filled is 
not ordinarily practiced by the cus- 
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tomer. Thousands of cases of a certain 
brand of dried beef were sold in Cali- 
fornia before the practice was dis- 
covered. 

DESPITE FREQUENT WARNINGS, frauds 
are practiced with materials that are 
misrepresented as fertilizers. A case 
in point is the salesman who filled 
with sand secondhand sacks bearing the 
label of a well-known fertilizer manu- 
facturer. He went from door to door 
in the best residential districts, selling 
the sand at a high price as a product 
of the reputable manufacturer. In the 
end he went to jail. 

A group of peddlers selling peat as 
fertilizer once operated throughout the 
country. Peat helps improve the physi- 
cal condition of poor soil, but it has 
comparatively little fertilizing value. It 
is mined from natural deposits and, 
where it occurs, is relatively cheap. 
The peddlers located various deposits. 
To gullible householders they sold it at 
the high price of 75 cents a basket, 
applied to a lawn. A purchaser who 
agreed to buy enough to cover his lawn 
got a bill for several hundred dollars, 
the peddlers insisting that more than a 
thousand baskets had been applied. 
Anyone could see that the truck could 
not have held that much peat, but the 
purchaser was threatened until he 
paid. Some of the purchasers consulted 
regulatory officials before paying, how- 
ever. When warrants were issued for 
the peddlers, the racket was stopped. 

Sometimes growers seem to insist on 
having the right to be cheated. A pro- 
moter developed a radio device which 
he said would kill pests at a distance, 
if a picture of the field to be treated 
was inserted in the device. When the 
farmers were warned that there was no 
evidence that such a device was of any 
value, they took up a collection and 
gave it to the promoter to help him 
continue his research. Later, when his 
tests did not succeed, they went to the 
district attorney and wanted their 
money back. The promoter by then 
had left the State. 

A popular type of wholesale thievery 
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is known as the pack-out method of 
handling fruit or vegetables. The 
buyer writes a tight contract, setting 
up extremely high grades, with small 
tolerances. He agrees to pay the grower 
on the basis of the weights of the 
finished product. The grower may 
deliver 600 pounds of cauliflower, in a 
regular field cart or container, to the 
freezing processor, and may be told 
later that his net pack-out was about 
200 pounds or less of the specified 
grade. He has no way to trace this 
fraud—his cauliflower is weighed as it 
is received and before processing. 

A confidence game is operated by 
the man who approaches a grower 
with a proposition to grow lily bulbs, 
for instance. After a glowing talk, the 
farmer can hardly wait to affix his sig- 
nature to a contract whereby the sup- 
plier will furnish the planting stock at 
a suspiciously low price. The farmer, 
in consideration, will grow commercial 
bulbs from the stock thus furnished. 
The sales of the finished product will be 
handled by the supplier or promoter. 
The farmer is assured that from the 
proceeds he will pay for the stock he 
bought from the operator and have a 
tidy profit. 

The farmer has failed to read a fine- 
print clause that gives the supplier a 
chattel mortgage on the stock of bulbs 
he supplies. At the end of the growing 
season he learns to his sorrow that he 
has not raised enough merchantable 
bulbs to pay off the amount due for 
those purchased at the start. He faces 
foreclosure and must pay, unless he 
can point out the fraud; even then he 
cannot recover the use of his land or 
the months of hard work. The fraud? 
The bulbs sold to the farmer were 
culls, worthless for commercial plant- 
ings. Substitute Shasta Daisies, ivy, or 
another plant for bulbs, but the answer 
is essentially the same: An inexperi- 
enced farmer is lured into a trap, 
where he finds himself in debt for the 
worthless commodity used as bait. 

It has happened that the farmer has 
come back for more. He is told that 
"something  must  have   gone  wrong 
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with the first venture, and that nothing 
can prevent the success of another 
crop." So he signs a new contract em- 
bracing the indebtedness of the old one 
and goes further into debt. He again 
plants his good acres with useless stock 
and does all the irrigating, cultivating, 
and harvesting. The crooked operator 
then handles whatever crop the grower 
may get, questionable as it may be, 
and retains all the proceeds of the sale 
for himself, because there is not enough 
to liquidate the purchase price of the 
bulbs, seeds, or plants with which the 
operator started. The balance still due 
on the contract gives the promoter the 
whip hand over the grower. 

To this sorry record of fraud and de- 
ception there is no ready answer. But 
education may avert disaster: The 
intelligent grower, alerted to the tricks 
that may be played upon him, and 
aware of the aid provided by regula- 
tory statutes, may evade the deadfalls 
and ambushes waiting for him on the 
dangerous trail leading from farm to 
market. (C. J. Carey.) 

Some Rules for 
the Produce 
Business 

The services of the commission mer- 
chant, broker, and dealer make it pos- 
sible for a producer to concentrate on 
production. 

Some problems have attended the 
increase in utilization of agents' serv- 
ices. They have had to do with the 
determination of an agent's reliability 
and responsibilities; setting up stand- 
ard trade terms; provision for impar- 
tial determination of quality; verifica- 
tion and evaluation of an agent's 
accountings and actions; and provid- 
ing for handling contracts and disputes. 
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At first, some undesirable individuals 
were attracted to the produce business 
because large amounts of credit could 
be obtained and profits could be made 
quickly. The buyer, seller, and agent 
were usually far apart, and the absence 
of regulations made it hard to check 
the statements of a dishonest operator. 
If a dispute arose regarding the quality 
of merchandise, the shipper had diffi- 
culty in proving that the goods met 
contract specifications. If legal action 
became necessary, the shipper would 
have to sue in the receiver's State. 
Early State laws pertained mostly to 
movement of goods within States but 
did not regulate commodities in inter- 
state commerce. 

At the turn of the century, com- 
mission merchants, dealers, brokers, 
and producers were greatly concerned 
over the loose manner in which the 
business was being conducted. Honest 
dealers found it difficult to carry on 
their business in competition with the 
minority of dishonest operators. One 
result was the formation of trade asso- 
ciations, which served to identify and 
evaluate the operation of members. 

Shortly before the First World War, 
interest developed in the possibility of 
Federal legislation to regulate the mar- 
keting of fresh fruit and vegetables. 
Preliminary studies to that end were 
conducted by the Department of Agri- 
culture and representatives of growers, 
shippers, and receivers. A report was 
issued in 1917 by a joint council of 
trade associations concerning bills be- 
fore the Congress designed to make 
certain practices unlawful and to au- 
thorize the Secretary of Agriculture to 
take steps to facilitate distribution, to 
license handlers, and to prescribe reg- 
ulations governing the conduct of the 
business. 

In the First World War, the United 
States Food Administration formu- 
lated regulations requiring the licens- 
ing of all handlers of fresh fruit, vege- 
tables, and certain other products and 
prescribing rules to be followed. The 
regulations became effective Novem- 
ber i, 1917. 
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Conferences were held in 1921 by 
the Department of Commerce and the 
Department of Agriculture' with rep- 
resentatives of the various trade associ- 
ations. The result was the adoption of 
rules for the conduct of the produce 
business—including such matters as 
the correct form of records, the facts 
that would be shown on accounts sales, 
and the enrollment of persons, firms, 
and associations which would agree to 
be bound by the rules. 

To bring about a further standard- 
ization of trading practices, the De- 
partment of Agriculture in 1925 de- 
veloped a plan of voluntary registra- 
tion and arbitration of disputes. The 
plan proposed that the Department 
would enter into cooperative agree- 
ments with handlers of fresh fruit and 
vegetables in wholesale quantities, 
whereby they agreed to be governed 
by the standard trading rules, to keep 
adequate records, to allow examina- 
tion of the records, and to settle dis- 
putes by arbitration. By November 11, 
1926, agreements had been signed by 
788 persons, who handled more than 
half a million cars of produce a year. 
The plan was abandoned, however, 
when the Produce Agency Act was 
passed in 1927. 

That act makes it a misdemeanor, 
punishable by fine or imprisonment, 
or both, for any person who receives 
fruit, vegetables, dairy or poultry 
products, or other perishable products 
to be sold for somebody else to make 
fraudulent accounting or false or mis- 
leading statements, with an intent to 
defraud, or to dump produce without 
good cause. 

As the act applied only to the han- 
dling and disposition of products re- 
ceived in interstate trade for sale on 
consignment, some persons believed 
that further regulatory measures should 
be enacted to apply to all types of 
contracts involving the purchase, sale, 
and consignment of fruit and vegetables. 

After several years of study by mem- 
bers of the industry and  legislators, - 
the Perishable Agricultural Commod- 
ities Act became law in 1930. It was 
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designed to suppress unfair and fraud- 
ulent practices and to promote more 
orderly marketing of perishable agri- 
cultural commodities in interstate and 
foreign commerce. It applies to all 
persons doing business as commission 
merchants, dealers, or brokers who 
handle fresh or frozen fruit or vege- 
tables in interstate or foreign com- 
merce, except if the commodity is of 
the individual's own raising or pur- 
chased in small quantities solely for 
sale at retail. They must hold a license 
issued by the Department of Agricul- 
ture or be subject to fines. License fees 
of 15 dollars a year are deposited in a 
special fund and used to defray the 
expense of administering this act, the 
Produce Agency Act, and the Export 
Apple and Pear Act. 

The Perishable Agricultural Com- 
modities Act prohibits such unfair prac- 
tices as rejection without reasonable 
cause (goods might otherwise be re- 
jected if prices are falling fast) ; failure 
to deliver without reasonable cause; 
making false and misleading state- 
ments (for example, untrue statements 
made to induce a person to make a 
contract he would not make if he knew 
the true details) ; making incorrect ac- 
countings on consignments; failure to 
pay promptly for commodities pur- 
chased or received on consignment; 
misrepresenting the grade, the quality, 
condition, or State or country of ori- 
gin; and altering Federal inspection 
certificates. 

Persons and firms licensed under the 
act are required to keep for 2 years ac- 
counts and records that will ade- 
quately disclose all transactions in- 
volved in the business. 

Any person who has reason to be- 
lieve that the act has been violated 
may file a complaint with the Depart- 
ment. Appropriate investigation is 
made. If deemed necessary, an audit of 
the books and records of the party 
complained against is made by an 
agent authorized by the Secretary. 

If a violation of the act is found, the 
person is informed and given oppor- 
tunity to make settlement. In recent 
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years, more than 2,500 complaint 
cases have been filed each year. About 
90 percent of them have been settled 
informally. More than 1 million dol- 
lars each year has been recovered for 
the complaining parties. 

If the investigation shows a probable 
violation of the act and the party com- 
plained against refuses to settle, a for- 
mal complaint is accepted from the 
complaining party. A copy of the for- 
mal complaint and a copy of the report 
of investigation made by the Depart- 
ment are served on the party com- 
plained against. He is given 20 days in 
which to settle or file an answer. If 
settlement is not made, the case is then 
referred to the Solicitor of the Depart- 
ment for legal action. 

An order issued later by the judicial 
officer may dismiss the proceeding for 
lack of proof or other causes or may 
award reparation to the complaining 
party. If the party against whom 
reparation is awarded does not pay 
the award, or file an appeal with a 
United States District Court, within 
30 days from the date of the order, his 
license becomes suspended by opera- 
tion of law and it is illegal for him to 
operate as a commission merchant, 
dealer, or broker in fruit and vege- 
tables. The Department is prohibited 
from issuing a license to any person 
who has failed to pay a reparation 
award issued against him within 2 
years of the date of the application for 
license. 

Disciplinary proceedings are author- 
ized in the act. They are instituted by 
the Secretary of Agriculture or per- 
sons to whom he delegates authority. 

Following requests by a majority, of 
members of the fruit and vegetable in- 
dustry for speedy disposition of bona 
fide disputes, the Department has 
undertaken informal arbitration of con- 
troversies. After all parties have signi- 
fied in writing their willingness to ar- 
bitrate a complaint filed under the act 
and after facts and evidence have been 
submitted, the Department's staff in 
Washington studies and evaluates the 
facts and reaches a decision, which is 
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accepted as final by the parties to the 
complaint. The entire matter is settled 
quickly and inexpensively and without 
publicity or lengthy litigation. 

An average of 2,335 cases a year 
have been handled since 1930. More 
than half of the complaints alleged 
failure to account and pay. About a 
fourth alleged rejection without rea- 
sonable cause or failure to deliver. 

Trade terms and definitions were 
promulgated, as provided in the act, 
and are used as a basis for making 
contracts for purchase and sale of per- 
ishable farm goods. The United States 
Standards established by the Depart- 
ment for fruit and vegetables are also 
widely used as a basis of trading. 

Eight amendments have been made 
to the original act. The latest author- 
ized an increase in the license fee from 
10 dollars to 15 dollars a year. The 
others were designed to strengthen the 
position of the honest dealer. 

The act has afforded protection to 
the grower, shipper, commission mer- 
chant, broker, and dealer. It has re- 
duced the number of arguments, min- 
imized risk, prevented losses, and low- 
ered marketing costs. {Ted C. Curry.) 

Agents 
and 
Buyers 

A common cause of disputes is the 
seller's misunderstanding of the status 
of the agents or buyers with whom he 
is dealing. 

A producer who ships his products 
to a distant point should first make 
sure whether the party with whom he 
is negotiating is representing him as 
his selling agent or is merely a buyer 
bargaining with him for the purchase 
of his product. 
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AGENTS   AND   BUYERS 

The legal obligations of anyone who 
holds himself out to act as selling agent 
for producers differ considerably from 
those the law imposes on one who is 
dealing with a producer on a buyer- 
seller basis. 

A producer has a right to expect ex- 
pert selling services from his agent, 
the assessment of no more than reason- 
able charges, complete and accurate 
accountings as to all details of the 
transactions handled by the agent for 
the producer's account, and the agent's 
loyalty throughout the entire period 
the principal-agent relationship exists. 

A producer who gets in touch with 
a buyer to offer his products for sale 
should recognize that the buyer owes 
him no agency responsibility and that 
it is up to the producer to protect his 
own interests in the trading that en- 
sues. The producer has a right to ex- 
pect, of course, that the buyer will not 
pose as an agent, or, in bargaining, 
will not engage in other deceptive or 
unfair practices. 

Regardless of whether a producer 
ships to an agent, or deals with a buy- 
er, before he completely relinquishes 
control of his product he should assure 
himself that he is going to receive pay- 
ment for it. Agents and buyers in some 
industries are required by regulatory 
acts to provide bonds to assure they 
will meet their financial obligations. 
Others, though not providing bonds, 
are subject to disciplinary actions if 
they fail to make prompt settlement 
with principals or sellers. 

Several regulatory acts, adminis- 
tered by the Department of Agricul- 
ture, are designed to establish reason- 
able codes of conduct. Among them 
are the Packers and Stockyards Act, 
the Perishable Agricultural Commodi- 
ties Act, the Produce Agency Act, the 
Standard Containers Acts, the Federal 
Insecticide, Fungicide, and Rodenti- 
cide Act, the Tobacco Stocks and 
Standards Act, Federal Seed Act, 
United States Grain Standards Act, 
Cotton Standards Act, Naval Stores 
Act, Tobacco Inspection Act, Export 
Apple and Pear Act,  United States 
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Warehouse Act, and the Cotton Fu- 
tures Act. 

THE PACKERS AND STOCKYARDS ACT 
was enacted in 1921. Extensive con- 
gressional investigations had shown 
that the large meatpackers owned 
dominant interests in major stockyards 
and thereby exercised considerable 
control over the market agencies to 
which producers consigned their live- 
stock. Charges were made at congres- 
sional hearings that the packers as- 
sessed unreasonable marketing charges 
against patrons of public markets, dis- 
criminated between them in the fur- 
nishing of stockyard facilities and 
services, attempted to influence the 
movement of livestock to market, tried 
to control the prices received by pro- 
ducers for their livestock, and engaged 
in other unfair and monopolistic prac- 
tices. 

The passage of the act signaled the 
end of a long fight by livestock produc- 
ers' organizations to obtain, through 
Federal legislation, an effective means 
of regulating in the public interest the 
practices of meatpackers engaged in 
interstate operations and the market- 
ing of livestock through public stock- 
yards. 

Soon after the act was passed, mar- 
ket agencies and dealers at public 
stockyards challenged its constitution- 
ality as it applied to their operations. 
In a test case {Stafford v. Wallace), the 
Supreme Court held that all livestock 
being handled at markets meeting the 
definition of a "stockyard," as given 
in section 302 (a) of title III of the 
act, is in the current or flow of inter- 
state commerce and, therefore, mar- 
ket agencies and dealers operating at 
such markets are subject to Federal 
regulation. 

The act and regulations issued under 
its authority provide, in effect, 

that the services and facilities fur- 
nished consignors of livestock to public 
stockyards shall be adequate, 

that the yardage, commission, feed, 
and other charges assessed by stockyard 
companies and market agencies shall 
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be reasonable and applied on a non- 
discriminatory basis, 

that all livestock consigned to public 
markets shall be offered on the open 
market and sold under competitive 
bidding conditions, 

that the weighing of such livestock 
shall be accurate, 

that full and correct accountings 
shall be furnished consignors and buy- 
ers of livestock for whom the market 
agencies act as selling or buying agents, 

that meatpackers shall not engage 
in any act for the purpose of manipu- 
lating or controlling livestock prices 
or the movement of livestock or meats 
and meat food products in commerce, 

and that stockyard companies, mar- 
ket agencies, dealers, and packers sub- 
ject to the provisions of the act shall 
not engage in unfair, deceptive, un- 
justly discriminatory, or monopolistic 
practices. 

A small staff of specialists in Wash- 
ington directs enforcement of the act 
as to rates, trade practices, and scales 
and weighing. 

General market supervision and day- 
to-day supervision is carried out by 
field forces stationed at 20 major 
livestock markets. 

A marketing specialist, known as the 
district supervisor, is in charge of each 
field office and directs enforcement of 
the act in a district, which may in- 
clude one State or several States. 

Members of the district supervisory 
forces observe daily operations in the 
stockyards to ascertain the adequacy 
of their facilities and the yarding and 
selling services and to take whatever 
corrective action is needed. They in- 
vestigate complaints of irregularities 
and obtain evidence of violations of 
the act. If the Secretary finds, after 
affording a market agency or dealer 
an opportunity for hearing, that such 
registrant has violated the act, he may 
issue a cease and desist order or, if 
serious violations are involved, he may 
suspend the registration for a reason- 
able time. 

Outlying markets in the districts and 
plants of packers subject to the act are 
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visited periodically by marketing spe- 
cialists and, as conditions require, by 
scale technicians, accountants, and 
other specialists. Accountants are sta- 
tioned at those field offices where the 
auditing work is heaviest. A staff of 
three service and facility engineers and 
a scale specialist are stationed at 
Kansas City. 

A stockyard, to be subject to the 
provisions of the act, must have an 
area of 20,000 square feet or more (ex- 
clusive of alleys) normally available 
for handling livestock, must be oper- 
ated for compensation as a public 
market, and must be engaged in 
handling interstate shipments of live- 
stock. At such yards notices are posted 
to inform operators and the public that 
they are subject to the act. They are 
commonly known thereafter as "posted 
stockyards." Of the 322 stockyards 
that in 1954 were posted, 66 were 
terminal markets and 256 were live- 
stock auction markets. At terminal 
markets, market agency salesmen sell 
livestock received from producers on 
a consignment basis through direct 
negotiations with buyers. Livestock 
consigned to auction markets is offered 
to buyers in sales rings and sold by 
auction methods. 

All market agencies and dealers en- 
gaged in business at posted markets 
must register with the Secretary of 
Agriculture. Market agencies are indi- 
viduals or firms that offer selling, buy- 
ing, or other services to the public on 
an agency basis. They are commonly 
known as commission firms. Dealers 
are individuals or firms that buy and 
sell livestock for their own accounts or 
for the account of others on other than 
a commission basis. Dealers are also 
known as "traders" and "speculators." 
Registered to operate at markets 
posted under the act in 1954 were 
2,300 market agencies and 2,700 
dealers. 

The act at first did not authorize the 
Secretary to require bonds from com- 
mission firms or dealers to assure per- 
formance of their financial obligations, 
but from 1924 to 1943 the authority 
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to require such bonds was given to the 
Secretary in riders to the annual ap- 
propriation bills. In 1944 it was cov- 
ered in permanent legislation. 

Market agencies and dealers regis- 
tered under the act were bonded in 
1954 in amounts totaling 46 million 
dollars. Furthermore, the accountants 
make periodic audits of their records 
to assure that the firms remain solvent 
and that the market agencies handle 
proceeds of sales of producers' live- 
stock properly. Such safeguards have 
undoubtedly had a stabilizing influ- 
ence on the livestock marketing in- 
dustry. In some years patrons of cer- 
tain nonposted auction markets have 
suffered losses because such markets 
became insolvent, but producers con- 
signing livestock to posted markets 
have suffered practically no losses 
through defaults of registered commis- 
sion firms, who handle annually bil- 
lions of dollars of producers' proceeds 
of sales. 

The market agencies at some mar- 
kets have taken joint action to require 
packers with uncertain credit standing 
to furnish bonds in an amount suffi- 
cient to cover their livestock purchases. 
Although agencies at several markets 
have incurred losses through failure 
of packers to pay for livestock pur- 
chased, these losses have been covered 
by the market agency and dealer 
bonds or have been absorbed by the 
market interests instead of being 
passed on to livestock producer-patrons. 

An important provision of the act 
is the one that places in the Secretary 
responsibility for determining the 
reasonableness of yardage and com- 
mission charges. Livestock producers 
and other patrons of the posted stock- 
yards pay to the livestock marketing 
industry in yardage, commissions, 
feed, and other charges more than 
70 million dollars annually. 

Labor costs are the chief operating 
expenses incurred by both stockyard 
companies and commission firms. 

Stockyard companies and commis- 
sion firms, which have had to meet 
large increases in wages and costs of 
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construction, repair, equipment, and 
supplies, have requested approval of 
increases in their rates. In general, in- 
creases in yardage and commission 
rates have been restricted to levels 
that have offset approximately the 
additional costs. 

MARKETING COSTS at posted markets 
vary, but yardage charges for cattle at 
posted stockyards average about 80 
cents a head and selling commissions 
for cattle average about $1.10 a head, 
or a total cost of about $1.90, exclusive 
of feed. Comparable charges for 
calves, hogs, and sheep are 95, 70, and 
45 cents, respectively. 

Feed at most posted terminal mar- 
kets is furnished at inventory cost, 
plus reasonable margins to cover the 
handling, storage, and delivery. 

To encourage needed improvements 
in stockyard facilities and services and 
to effect reductions in marketing costs 
through elimination of inefficient oper- 
ating methods and obsolete construc- 
tion and equipment, marketing spe- 
cialists and engineers were assigned to 
study the facilities and services fur- 
nished by each yard company. Since 
1947 supervised stockyards have spent 
millions of dollars in modernizing and 
improving their facilities so as to give 
better service to patrons. The studies 
made and the official position taken 
that no increase in yardage rates will 
be approved while inadequacies in 
facilities and services exist contributed 
to the improvements. 

IN MEASURING the effectiveness of the 
job done by market agencies—com- 
mission firms—in selling livestock for 
producer-shippers, the following stand- 
ards have been applied: To what ex- 
tent do the market agencies stimulate 
and obtain active competition in bid- 
ding by buyers on all consigned live- 
stock? Are they providing expert sales- 
manship in disposing of such livestock 
to buyers? Are they furnishing their 
principals—livestock producers—with 
full and accurate accountings of all 
sales made for their accounts? Are they 
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maintaining complete loyalty to the 
shipper throughout the entire period 
the principal-agent relationship exists? 

A few years ago a Federal statutory 
court, hearing an appeal from an order 
issued by the Secretary against a 
market agency, supported the addition 
of a fourth element to this yardstick. 
The court stated: "A marketing agency 
should maintain a position at all times 
which would assure absolute loyalty to 
its shippers. No interest should be al- 
lowed to interfere between the agent 
and his principal." Before approving 
proposed increases in the rates of mar- 
ket agencies, commitments are required 
from the agencies that existing inade- 
quacies in their selling and buying 
services will be remedied promptly. 

Stockyard scales are key facilities 
and must be installed, maintained, and 
operated so as to assure accurate 
weights. Scale technicians supervise 
the installation, maintenance, and 
operation of the 800 scales in use in 
weighing the livestock at the markets 
posted under the act. The 1,200 addi- 
tional scales used by packers subject to 
the act in their direct purchases at 
their plants or buying stations are also 
required to be tested and inspected 
periodically. The accuracy require- 
ments for livestock scales are more 
strict than those prevailing in any 
other field of industrial or commercial 
weighing on large capacity scales. 
Stockyard managements are required 
to select men of integrity to perform 
the important functions of weighing, 
and the managements are assisted in 
the proper training of weighers. When 
conditions warrant investigations are 
conducted of weighing operations at 
posted stockyards and at buying sta- 
tions operated by packers subject to 
the act to assure accurate weights to 
livestock producers. 

All livestock consigned for sale must 
be offered on the open market and 
sold at the highest bid obtainable. 
Turn systems in bidding, speculation 
in consigned livestock by market 
agency personnel, consistent selling of 
consigned livestock to one dealer or 
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packer, and other methods of selling 
that tend to restrict competitive trad- 
ing are prohibited and action taken to 
prevent their recurrence when dis- 
covered. 

Packers subject to the provisions of 
title II of the act are mainly those who 
buy livestock in interstate commerce 
for purposes of slaughter or manufac- 
ture meats or meat food products for 
sale or shipment in interstate com- 
merce. More than 1,900 packers were 
subject to the provisions of the act in 
1954.    i    .   . 

In administering the packer pro- 
visions of the act the most emphasis 
has been placed on eliminating . from 
buying by packers at public markets, 
and at other points, any practices that 
are unfair or have the effect of limiting 
or restricting competition in bidding 
between buyers. 

Many investigations have been con- 
ducted of alleged unfair or deceptive 
practices in the pricing, distribution, 
and sale of packers' products. When- 
ever information has been obtained 
indicating that a packer has engaged 
in a monopolistic, unfair, unjustly dis- 
criminatory, or deceptive practice in 
the labeling, advertising, distribution, 
pricing, or sale of his product, prompt 
investigations have been made and 
appropriate informal or formal correc- 
tive proceedings have been initiated. 

If the Secretary of Agriculture finds 
that a packer has violated the act, he 
is required to issue an order directing 
the packer to cease and desist from 
engaging in the practices found to be 
objectionable. Failure to comply with 
such an order makes the packer liable 
to prosecution and possible fines and 
imprisonment. 

Any person who complains he has 
been injured by violations of specified 
provisions of the act by stockyard com- 
panies, market agencies, and dealers 
may (under sections 308 and 309 of 
title III) file a reparation claim with 
the Secretary of Agriculture. The 
Secretary, after having given the 
parties opportunity for hearing, may 
issue an order awarding reparation to 
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the injured person. The act does not 
authorize the Secretary to entertain 
claims for reparation against packers. 

In 1926 the act was amended (pro- 
viso in section 304, title III) to author- 
ize the Secretary to register as a market 
agency a duly authorized State depart- 
ment or agency that does the weighing 
of livestock at a stockyard. Such regis- 
tration can be revoked if the State 
agency fails to comply with the Secre- 
tary's orders under the act. 

After investigations had disclosed 
that live poultry marketing in some 
large cities was burdened with exorbi- 
tant charges and bad practices, the act 
was amended in 1935 by the addition 
of title V to authorize the Secretary to 
regulate the marketing of live poultry 
in certain large cities where practices 
detrimental to the interests of produc- 
ers exist and the volume of poultry 
handled is large enough to warrant 
Federal supervision. Commission mer- 
chants, dealers, and other handlers of 
live poultry in designated cities have to 
be licensed. The rates and charges of 
licensees are subject to approval of the 
Secretary, and their trade practices 
must conform to the standards set out 
in sections 307 and 312 of title III of 
the act. Scales used there must be 
tested periodically and be operated in 
accordance with instructions. The Sec- 
retary may suspend or revoke poultry 
licenses for serious violations. 

In 1942 the act was amended (sec- 
tion 317 of title III) to permit the 
Secretary to authorize an approved 
livestock association or State agency 
to conduct inspections at posted mar- 
kets of brands, marks, and other 
identifying characteristics of livestock 
originating in or shipped to market 
from the State receiving the authoriza- 
tion and to assess reasonable fees for 
such services. The purpose of the 
amendment is to assure that livestock 
moving through stockyards posted 
under the act is not burdened with 
duplicate brand inspections and fees. 
Authorizations have been issued to 
livestock associations or State agencies 
in Idaho, Oregon, Nebraska, North 
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Dakota, Montana, Oklahoma, South 
Dakota, Texas, Utah, Washington, 
and Wyoming. 

Section 407 of title IV of the act 
authorizes the Secretary to make 
whatever rules, regulations, and orders 
are needed to carry out the pro- 
visions of the act. The regulations in 
effect in early 1954 were promulgated 
in 1943. Changes in the regulations to 
reflect new conditions and practices 
were proposed and discussed by groups 
from industry and producers over the 
years. In 1952 notice was given to the 
public, through the Federal Register, 
of recommended changes. Thereupon 
public hearings were conducted at nine 
places to give interested persons oppor- 
tunity to state their views. Proposals 
for amending the regulations were pre- 
pared and published in the Federal 
Register with a view to promulgating 
new regulations in 1954. (M. J. Cook.) 

So As Not To 
Spoil the 
Market 

Forty-five States have fair-trade leg- 
islation on their books. Missouri, Texas, 
Vermont, and the District of Columbia 
have none. 

In 24 States any seller can specify 
the minimum resale price of his prod- 
ucts. In 21 States only the owner of a 
trade-mark or brand name or his 
authorized distributor may do so. 

Usually a contract with a single 
dealer is enough to bind all resellers 
even if they have not signed, provided 
the seller affixes a notice of resale 
prices to the original price lists, sales 
contracts, or invoices. 

Such fair-trade agreements applied 
at first only to commerce within a 
State. But the Miller-Tydings Act in 
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1937 exempted resale price agreements 
affecting interstate commerce from the 
Federal antitrust laws when agree- 
ments of that description are lawful as 
applied to intrastate transactions un- 
der the applicable State law or policy. 
To qualify for such exemption, the 
product has to carry the trade-mark, 
brand, or name of the producer or dis- 
tributor. It must compete freely and 
openly with similar items made or 
distributed by others. It may only be 
fair-traded vertically, not horizon- 
tally—that is, a seller may set resale 
prices for his own outlets and for their 
customers, but not for fellow manufac- 
turers or sellers. No reseller may un- 
dercut the established minimum, ex- 
cept when the product is below spec- 
ifications, or is sold under court order, 
or is damaged, or is being closed out. 

The history of fair-trade legislation 
goes back to the price and trade prac- 
tice codes of medieval merchant guilds. 
Businessmen have traditionally exerted 
pressure upon each other "not to spoil 
the market." Nearly two centuries ago 
Adam Smith discussed at length in his 
Wealth of Nations the drive of mer- 
chants and manufacturers to restrain 
rigorous competition and to raise 
prices, "even on occasions of merri- 
ment." 

When a farmer brings his crops to 
market and is paid, his main worry 
about prices is over. Not so the manu- 
facturer selling a commodity bearing 
his brand, trade-mark, or other identi- 
fication. He still has a property right 
in his product. He may have spent large 
sums persuading the public that his 
brand stands for dependable quality 
at a stable price. Resellers offering the 
item at varying, or special, or "loss- 
leader" prices cause consumers to 
doubt its genuine origin or quality and 
also deprive the manufacturer of sales 
outlets that are unable or unwilling to 
handle it at cut rates. 

To safeguard his property rights, the 
manufacturer first stipulated terms 
and conditions of resale, in his sales 
contracts. But in 1911 the Supreme 
Court  in   the  case  of Miles Medical 
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Co. v. Park & Sons Co. declared resale 
price agreements in violation of the 
antitrust laws. Other measures were 
tried, such as refusing to sell to price- 
cutting distributors, setting up exclu- 
sive representatives, licensing, and 
financing retail inventories. The only 
way out seemed to be legislation. 

THE SUPPORTERS of fair trade, espe- 
cially retailers' associations, maintain 
that resale-price maintenance helps 
to keep the small, independent, local 
retailer in business. A uniform price 
prevents large department and chain 
operators, who can afford "loss-leader" 
sales, from driving their smaller rivals 
out of business, merely because of 
length of purse. The large distributors 
have their private labels on which they 
can police any price setup they please. 
Without "fair trade" they would cut 
prices only on products that are also 
handled by their smaller rivals whose 
volume may be too small to warrant a 
private brand. 

Resale-price maintenance, say the 
manufacturers, makes it unnecessary 
for us to enter the retail field and sup- 
plant small business: Our responsibil- 
ity for the product does not end at the 
factory door. We frequently keep up 
consumer demand, if, indeed, we do 
not create it, by our expenditures for 
research, development, and national 
advertising. Throughout the life of the 
product we often provide refills, spare 
parts, and technical servicing. We have 
a perpetual stake in the quality, repu- 
tation, and performance of our prod- 
uct. To get and keep distributive outlets 
that will push it requires stable prices 
and dependable profit margins. 

Uniform, well-publicized resale prices 
put all competition on an even footing. 
The one-price-to-all practice econo- 
mizes time of consumers and retailers, 
lowers distributing costs, and elimi- 
nates price cutting. 

Furthermore, as former Senator 
Tydings, co-author of the Miller- 
Tydings Act, pointed out, there must 
be "free and open competition" before 
the right of resale-price maintenance 
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is available. It is similar, he argued, to 
the collective and cooperative right 
that farmers exercise through their 
produce and milk associations. The 
producer-farmer makes contracts with 
processors and distributors, stating the 
prices of tomatoes, milk, and numer- 
ous other agricultural products. The 
large, integrated concerns, such as the 
manufacturers of automobiles, elec- 
trical appliances, or agricultural im- 
plements, are able by agency, con- 
signment, or in their own stores to 
announce and maintain the resale prices 
of their products. Federal and State 
fair-trade enabling acts merely permit 
independent manufacturers, whole- 
salers, and retailers to do the same. 

THE OPPONENTS of resale-price main- 
tenance insist that it is a cartel device: 
What the retailers collectively cannot 
do by agreement among themselves, 
one of their number achieves by con- 
tract with a manufacturer. Though 
the latter may possess no knowledge of 
retail costs, he sets up a systçm of 
administered prices controlling all dis- 
tributors of his product without the 
investment of a single dollar or the 
assumption of any distributive finan- 
cial risk. The retailer, on the other 
hand, though he have clear title to the 
goods, is deprived of the elemental 
right to use his business judgment to 
price his property according to his 
particular market opportunities and 
operating economies. 

Resale-price maintenance, the op- 
ponents say, removes the keystone of 
the American competitive enterprise 
system. How else than by sovereign 
choice of consumer buyers will those 
producers succeed most who give the 
best and most for the money? When 
prices are identical, the consumer 
cannot test, shop around, and choose. 
The price is the same for each store, 
irrespective of its location, size, equip- 
ment, or lines of merchandise; no mat- 
ter what may be the wage differen- 
tials, the service, or customer. The 
consumer gets no benefit from new 
techniques   or   mass   distribution   at 
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lower margins. Competition is trans- 
ferred from attractive pricing to serv- 
ices that the consumer may not want, 
advertising, extravagant showrooms, 
and display facilities. Incentive mark- 
ups sufficient to induce retail "push- 
ing" result in prices that limit buying 
power and living standards. With high 
prices come the twin evils: Low volume 
and mass unemployment. Without the 
governor of consumer sovereignty, the 
competitive system fails to weed out 
the inefficient and to reward those 
who serve it best. 

Maintenance of resale prices not 
only eliminates the price competition 
among retailers in price-maintained 
goods. It makes easy the private po- 
licing of horizontal agreements (open 
or tacit) among manufacturers, espe- 
cially when three or four can com- 
mand one-half of the market or more. 
Each need find but one distributor. 
The nonsigning distributors have no 
choice. They cannot appeal to courts, 
should an uneconomically high price 
drive customers away. They become 
the victims of a system of private law 
that gives them no recourse to public 
justice. 

THE EVIDENCE is that fair-trade legis- 
lation raises and stabilizes resale prices. 
Ewald T. Grether documented this 
finding in 1939 in his volume. Price 
Control under Fair Trade Legislation. 

It was corroborated by a number of 
other surveys, including one. Fair 
Trade, by Edgar H. Gault, of the 
School of Business Administration of 
the University of Michigan, who con- 
cluded: "There can be no doubt that 
consumers in Michigan who formerly 
purchased drug products at cut prices 
are paying from 15 percent to 30 per- 
cent more for price-controlled items 
under Fair Trade. Michigan's present 
minimum Fair Trade prices are higher 
than the competitive prices for the 
same items in the State of Missouri 
where there is no Fair Trade." 

The Federal Trade Commission is- 
sued a report, Report on Resale Price 
Maintenance, in  1945 after a long in- 
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vestigation. Although some of the out- 
lying independent credit-and-delivery 
stores may lower prices slightly, it said, 
large-volume, cash-and-carry mass dis- 
tributors in densely populated areas 
had to raise their prices 15 to 30 per- 
cent. Such differences have persisted 
for over a decade between free-trade 
Missouri on one side of the Mississippi 
and fair-trade Illinois on the other, and 
between the District of Columbia and 
Maryland. 

The opponents of resale-price main- 
tenance—department stores, large 
farm, consumer, and labor organiza- 
tions, and many economists—agree 
that the independent distributor needs 
protection against "loss-leader" selling 
and predatory price cutting. But the 
way to cope with that practice, they 
contend, is through enforcement of the 
Federal Trade Commission Act (which 
prohibits such "freezing out" tactics), 
through the Robinson-Patman Act 
prohibitions against discriminatory 
prices ' destructive of competition, 
through individual manufacturer-dis- 
tributor contracts, and through civil 
suit for damages where trade-marks or 
brands have been injured—not by 
fair-trade legislation that coerces non- 
signers. 

THE SCOPE of fair trading is small. It 
is most important in the drug trade, 
but it has spread to liquor, books, 
cigars, jewelry, sporting goods, small 
garden tools, kitchenware, cooking 
utensils, and some electrical appli- 
ances. In 1948 the manufacturers be- 
longing to the American Fair Trade 
Council estimated that fair-trade legis- 
lation affected about 4 percent of the 
retail trade in the United States. 

Little use of resale-price mainte- 
nance is made in the grocery trade. 
Farmer's crops, including most fruits 
and vegetables, are usually not brand- 
ed or trade-marked. Food processors 
and distributors market hundreds of 
brands, but each is reluctant to place 
his product under resale-price contract 
unless the rest do at equal or competi- 
tive prices. Because prices of processed 
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food usually fluctuate with the prices 
of raw materials, no fixed-price line is 
firmly placed in consumer  thinking. 

Thus only such products as soap, 
canned milk, flour and cereal prod- 
ucts, and vegetable shortenings are 
fair-traded to any appreciable extent. 

Except for the processed foods just 
named, cigars, and alcoholic beverages, 
the produce of the farmer does not 
reach the consumer as a fair-traded 
item. With little to gain and much to 
lose as purchasers, farmers and their 
organizations have consistently op- 
posed fair-trade legislation. Moreover, 
quick, effective distribution makes im- 
perative a free competitive market 
with varying prices flexibly adjusting 
the amounts offered and sold. {Theo- 
dore J. Kreps.) 

Barriers to 
Trade Between 
States 

A trade barrier is any artificial re- 
striction on the purchase, the sale, or 
movement of goods or services. 

Interstate trade barriers are any 
State laws or administrative regula- 
tions that unreasonably discriminate, 
directly or indirectly, against the sale 
or importation for sale of goods pro- 
duced in another State. They are de- 
signed to improve the competitive po- 
sition of producers in one State over 
producers in another State. They at- 
tempt to do so generally by directly or 
indirectly limiting the volume of goods 
that may be imported, thereby main- 
taining or increasing the prices on the 
available supplies. 

The Thirteen Original States granted 
to the Federal Government the power 
to regulate foreign and domestic com- 
merce only when they were faced with 
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a virtual economic paralysis. Trade 
wars that developed after the Ameri- 
can Revolution so disrupted commerce 
between the States that something was 
necessary to avoid economic self-de- 
struction. So the Thirteen States 
granted to the Federal Government 
in the United States Constitution the 
power to regulate foreign and domestic 
commerce (art. I, sec. 8, par. 3) and 
agreed to a limitation of their own 
powers by accepting the provision that 
"no State shall, without the consent 
of the Congress, lay any imposts or 
duties on imports or exports except 
what may be absolutely necessary for 
executing its inspection laws . . ." 
(art. I, sec. io5 par. 2). 

The transition period between 1787 
and 1825 was not easy. Growing in- 
dustries sought protection for their 
home markets, and only through the 
interpretations by the Supreme Court 
of the commerce clause of the Consti- 
tution was the basis built for removing 
the problem of State trade barriers 
from the area of controversy. A fairly 
active foreign trade, a rapid expansion 
of the national boundaries toward the 
Pacific Ocean, the relative freedom 
from unemployment, and later the 
Civil and the Spanish-American Wars 
pushed into the background the notion 
that internal trade restrictions were a 
necessary part of our economic insti- 
tutions. On the other hand, the issue 
of free foreign trade versus protection- 
ism assumed major importance in the 
political and economic thinking of 
people. The impact of import tariffs 
was felt mainly on the manufactured 
goods that competed directly with 
growing American industries. The 
idea of protecting the American mar- 
ket for American manufacturers spread 
rapidly as our industries grew, became 
more specialized, hired more workers, 
and sought larger markets at home 
and abroad in order to get the ad- 
vantages of large-scale production. 

An expanding market for manufac- 
tured goods and farm products has 
existed in the United States since the 
formation of the Republic. The in- 
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creased productivity of the American 
manufacturers, farmers, and laborers 
found an outlet largely among the 
people within our national boundaries. 
The population rose from about 5.3 
million in 1800 to more than 160 mil- 
lion in 1954. The fact that the United 
States was a relatively free trade area 
afforded to American industry and 
agriculture opportunities to take full 
advantage of specialization in the use 
of labor, land, and area resources. At 
the same time, the productivity of our 
economy enabled the American people 
to improve their plane of living. 

Farmers turned more and more to 
our domestic market as foreign trade 
declined after the First World War. 
With sizable farm surpluses built up 
as a result of a decline in European 
market demand, farm prices dropped 
rapidly in 1921. The economic adjust- 
ments faced by farmers were severe. In 
an effort to protect themselves against 
further price declines and loss of mar- 
kets, organized farmers sought and got 
higher tariffs. They sought but were 
denied further relief during the 1920's 
through two-price plans like the Mc- 
Nary-Haugen bill, only to get tempo- 
rary consolation in the high tariffs of 
the Smoot-Hawley Act. Our farmers 
soon learned that import tariffs of the 
ordinary type gave little economic re- 
lief for those producers who were de- 
pendent on foreign markets to absorb 
their domestic surpluses. The virtual 
collapse of all prices in all countries 
between 1929 and 1935 brought to the 
forefront every conceivable scheme to 
raise the farm prices, eliminate foreign 
competition, and prevent new prod- 
ucts from being placed on the market 
in competition with established farm 
goods. 

The germ of the protectionist idea 
of keeping domestic markets for do- 
mestic farmers spread rapidly after the 
First World War as foreign trade in 
food and fibers became less important. 
From that point it was not difficult to 
proceed with further tests of the theory 
that a protected market is the surest 
market. Therefore the development of 
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barriers to protect agriculture and 
other industries within a State from 
trade from neighboring States by set- 
ting up impediments to the free flow of 
trade came in natural order. Similar 
types of restrictions also were imposed 
by some municipalities that guarded 
zealously their rights to do business 
within their boundaries. 

The regulation of trade is a basic 
function of Government. Uniform laws 
and regulations prescribing the condi- 
tions under which trade can be carried 
on legally may be helpful to traders 
and may encourage trade develop- 
ment. Our entire system of laws relat- 
ing to contracts, negotiable instru- 
ments, bailment, and conditions for 
the transfer of title to real and personal 
property are designed to stimulate 
trade by having the same uniform 
system of rules for all persons. This 
concept of encouraging trade through 
uniform laws and regulations designed 
to protect sellers and buyers was carried 
over into other areas. States and the 
Federal Government encouraged the 
development of uniform standards and 
grades for farm products to remove 
the need for inspection by the buyer 
before purchase. Most of the laws regu- 
lating trade are of the facilitating type. 
The regulatory function, however, also 
has been ' used widely for restrictive 
purposes. 

Several arguments are offered on 
behalf of interstate trade barriers. 

Foremost is the desire of a State to 
stimulate the agriculture and industry 
within its borders. Such a policy 
assures its tax base by protecting prop- 
erty rights and insuring employment 
to its citizens. This concept is tied 
closely to the theory that the States 
must maintain a balanced economy 
and that competition that damages 
home industries may be particularly 
damaging to a State's economy. The 
pace of technological changes in pro- 
duction, processing, and marketing 
techniques often forces a delay in mar- 
ket shifts and practices to afford time 
for adjustments. Furthermore, the com- 
petitive   pricing   and   merchandising 

YEARBOOK   OF  AGRICULTURE   1954 

practices of large-scale, low-cost, out- 
of-State industries conceivably could 
destroy a small business without leav- 
ing any lasting advantage to the local 
citizenry. 

A second argument is that perma- 
nent supplies of basic commodities, 
such as fresh milk, must be assured. 
Because the public has accepted the 
idea that a clean, pure milk supply is a 
prerequisite to the health of growing 
children, special inducements are of- 
fered to in-State dairymen to maintain 
that supply. 

Another argument is that unemploy- 
ment resulting from competition from 
out-of-State producers is economically 
and socially undesirable. Workers dis- 
like and resist pressures to move from 
one occupation to another and from 
one area to another. 

J. S. Hillman and J. D. Rowell in a 
monograph, A Summary of Laws Relating 
to the Interstate Movement of Agricultural 
Products in the Eleven Western States (Uni- 
versity of Arizona Agricultural Experi- 
ment Station, Tucson, Report No. 109, 
May 1952), considered the question of 
the economic justification of trade 
barriers and concluded: "State legis- 
lative intervention into the marketing 
picture does not necessarily signify 
poor economic judgment. The actions 
in some State and municipal councils 
may well be taken to measure, counter- 
balance, or defeat trade practices 
which, if left unchecked, could have 
adverse effects on the marketing proc- 
ess and conditions of enterprise. Con- 
sequently, care must always be taken 
to differentiate measures which are 
necessary to protect the health, safety, 
and morals of the public from those 
measures which use governmental 
sanction to protect entrepreneural in- 
efficiency, to prevent growth through 
innovation, and which favor other un- 
desirable monopolistic practices. This, 
of course, is no easy task. Often it is 
found that there is no precise line 
separating the two, and that a particu- 
lar public decree must be weighed in 
the balances of a large composite of 
social value considerations." 
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Discriminatory laws and regulations 
occur in a number of forms, but the 
major abuses occur in the use of the 
powers of States to tax, inspect and 
quarantine, regulate public safety and 
morals, and protect their proprietary 
interests. 

In the absence of specific regulation 
by the Congress relating to the move- 
ment of products and services in inter- 
state commerce, States have used their 
residual tax and police powers to con- 
trol trade as they have seen fit. It is 
worth noting, however, that Congress 
generally has been upheld in its 
attempts to regulate interstate com- 
merce when it has chosen to do so. 

Trade barriers frequently are ad- 
ministrative rules and regulations. 
Under the Constitution, the States re- 
tained broad powers that enabled 
them to take whatever measures are 
necessary to tax and to protect the 
health, safety, and property of their 
citizens. Authorities of the various sub- 
divisions of States are granted some 
similar rights within their boundaries. 

State legislatures, generally speak- 
ing, delegate their authority to ad- 
ministrative branches, which, in turn, 
promulgate the rules and regulations 
to accomplish the objectives of the 
legislatures. That procedure is nearly 
always followed on matters that relate 
to public health and sanitation. Mu- 
nicipal ordinances, however, are issued 
in a most detailed manner. In any 
event, it is necessary to grant wide dis- 
cretionary powers to enforcement 
officials, who can use their authority 
in a manner to interfere seriously with 
normal trade procedures. An under- 
standing of trade barriers and their 
impact on the trade among the States 
and within State boundaries can be 
gained only through a study of State 
and municipal laws and administra- 
tive rules and regulations relating 
thereto. 

THE POWER TO LEVY and collect 
taxes is one of the chief powers of the 
Congress. It is likewise one of the chief 
powers of the legislatures of the States. 
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The power of taxation carries with it 
the power to destroy economically. 
When the Congress or the State legis- 
latures use their taxing power to dis- 
criminate against one group or to 
favor another, the results can be very 
far reaching. 

The Federal tax of 10 cents a pound 
on colored margarine was repealed in 
1950. For all practical purposes the 
action foreshadowed the end of special 
levies on margarine. As of January 1, 
1953, 17 States had some form of excise 
tax on margarine, but 11 of the 17 
exempted margarine containing do- 
mestically produced fats and oils. For 
practical purposes only 6 States had 
effective taxes on the product. 

Idaho, Iowa, and Utah were levying 
5 cents a pound on white margarine, 
and Minnesota and North Dakota 10 
cents. In Idaho, Utah, and North 
Dakota, the taxes on colored margar- 
ine were 10, 10, and 20 cents, respec- 
tively. Wisconsin had a tax of 15 cents 
on all margarine. Except for the Wis- 
consin license fees of 1,000 dollars on 
manufacturers and 500 dollars on 
wholesalers, State license fees were of 
minor importance. 

States have found their taxing power 
a fertile field for reducing out-of-State 
competition. Some States levy heavy 
taxes on itinerant peddlers who have 
not produced the goods they sell. Sev- 
eral States assess higher taxes (license 
fees) on truckers who haul products 
into the State than on those who haul 
homegrown products. Other States 
levy higher special charges on nonresi- 
dent peddlers. 

Truck operators who haul pay loads 
across State boundaries frequently are 
required to pay heavy vehicle fees in 
each State in which they travel. Be- 
cause such fees usually are graduated 
upward with the weight of the vehicle, 
the movement of truck cargoes over 
any long distance could be very un- 
economical. Truckers, motor caravans, 
and new-car transporters have found 
license fees extremely heavy in several 
States. Such taxes tend to reduce the 
competition for railroads. 
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Wine and other alcoholic bever- 
ages—especially those produced in 
other States—have been singled out 
by several States for special taxes. 

Inspection and quarantine laws are 
designed ostensibly to protect the 
health of the citizens of the States and 
to prevent the spread of plant and 
animal diseases and pests. Such laws 
may be socially sound and economi- 
cally justifiable when they are admin- 
istered for the purposes stated. Another 
aspect arises when their health, sani- 
tation, and disease-control features 
are used as means of protecting local 
industries from competition. 

Perhaps there are more instances of 
trade impediments in the marketing 
of milk and dairy products than there 
are with any other farm commodity. 
Many reasons could be offered for the 
restrictions that have developed in 
marketing milk and dairy products. 
The fact that public health is endan- 
gered by unclean milk has been a 
justifiable reason for regulation. With 
this purpose as a point of departure, 
however, it has not been too difficult 
to develop stringent sanitary controls, 
which, when administered unfairly, 
have kept fresh milk supplies in line 
with market requirements at a given 
price level. 

Each State and most municipalities 
have minimum sanitary requirements 
for fresh milk. The various legal qual- 
ity requirements vary so widely, how- 
ever, that the public is confused as to 
what is actually needed to protect it 
from communicable diseases. Fre- 
quently, too, the established mini- 
mums have been set aside temporarily 
when it was necessary to take fresh 
milk of lower quality in order to sup- 
ply the market demand. 

The refusal of some cities to permit 
the sale of milk produced on farms 
more than 20, 30, or 40 miles from the 
city center is one type of restriction. 
Sometimes cities may not specifically 
exclude milk produced outside a given 
boundary, yet they prohibit the sale 
of milk unless the dairy is inspected 
by the city and then proceed to make 
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such an inspection impracticable if not 
impossible beyond a boundary. 

Further restrictions occur when cities 
require that fresh milk sold within the 
city shall be pasteurized in a plant li- 
censed and inspected by the city. This 
type of barrier was jolted severely by 
the United States Supreme Court de- 
cision in the case of the Dean Milk 
Company v. City of Madison, etal. ( 1951 ), 
and the Oregon supreme court deci- 
sion in the case of Safeway Stores, Inc. 
v. State Board of Agriculture (1953). The 
effect of the decisions was to prevent 
the State or city from excluding milk 
pasteurized outside of the community 
in which it was to be sold. 

As many as 26 States have had some 
form of State milk-control laws which 
were passed "to protect the health and 
welfare of its citizens and to assure an 
adequate supply of pure wholesome 
milk." The State milk-control laws 
ranged from the minor matter of estab- 
lishing legal minimum prices to pro- 
ducers to the major task of regulating 
minimum producer, wholesale, and re- 
tail prices, regulating trade practices, 
licensing producers and distributors, 
and issuing market quotas or rights to 
producers on an historical basis of 
milk deliveries to market. These con- 
trols were designed entirely to assure 
minimum prices. The administrative 
agencies were granted a licensing 
power and the authority to revoke such 
licenses for cause. 

A rather general protest arose against 
many of the restrictive practices used 
to keep down the competition for milk 
producers. But the dairy industry is 
no more of an offender than many 
others. Very likely not all of the eco- 
nomic restrictions affecting the dairy 
industry work to the immediate or 
long-run disadvantage of consumers. 
It must be recognized, however, that 
milk is a more immediate concern to 
the American family than most other 
foods, and actions of producers and 
distributors therefore are subject to 
close public scrutiny. 

The development of ice cream made 
with nonfat milk solids and vegetable 
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oils has created a new competitive 
problem for ice cream manufacturers. 
Laws covering this subject were chang- 
ing in early 1953; it seemed that 22 
States could prevent the sale of vege- 
table-oil ice cream under their "filled" 
milk regulations and 12 could prevent 
its sale on the basis that it was an 
adulterated dairy product. 

MOST OF THE REAL obstacles to the 
interstate movement of eggs have been 
dropped. Wyoming in 1954 required 
that all out-of-State eggs be candled 
before sale. 

Livestock inspection and quarantine 
laws and regulations are designed 
primarily to prevent the spread of 
tuberculosis, hoof-and-mouth disease, 
and Bang's disease. While there is 
some opportunity to use the State in- 
spection laws to curtail competition, 
this situation has not been particularly 
burdensome. 

Fruit and vegetable restrictions can 
be difficult. Careful checks on weights, 
grades, and types of containers used 
and inspections for diseases and insects 
have been employed to exclude out-of- 
State trade. As fruits and vegetables are 
highly perishable, delays resulting from 
inspection may cause losses to ship- 
pers and discourage further shipments. 

Nursery stock and some field crops, 
such as hay, have been subjected to 
numerous and severe restrictions. Ef- 
forts of officials of some State depart- 
ments of agriculture have been helpful 
in reducing the number of useless bar- 
riers to trade in fruit, vegetable, nurs- 
ery, and field crops, but the list of 
plants that are partially or entirely 
kept out of many of the States is large. 
The delay, annoyance, and expense 
required to move some types of plants 
in interstate trade are formidable 
obstacles to the nursery business. 

STATE LEGISLATURES have found the 
power to regulate public safety and 
morals an effective device for protect- 
ing their citizens against fraud, deceit, 
and misrepresentation, as well as insur- 
ing them against <e unnecessary" haz- 
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ards from competition from nonresi- 
dents and from commercial trucks of 
excessive length, width, and weight. 
The licensing power is the legal device 
used to control nonresident merchants 
and truckers. 

Efforts to protect against fraud, de- 
ceit, and misrepresentation have taken 
the form of laws and regulations re- 
quiring the proper grading and label- 
ing of fresh and processed foods and 
fibers, the use of specified types of 
containers, and the designation of the 
State of origin. 

One serious obstacle to interstate 
truck transportation is the lack of uni- 
formity among States on the maximum 
sizes and loading weights for trucks. 
Some of the differences appear to be 
due more to a lack of coordination 
among States than any other reason. 
The controls of the size and weight of 
trucks as a means of preventing high- 
way damage and possible traffic haz- 
ards show foresight. The misuse of this 
power to curb competition is a ques- 
tionable procedure. 

STATES HAVE THE POWER to protect 
their proprietary interests. Four as- 
pects of that use have important im- 
plications in interstate trade: The 
power to require State funds to be used 
to purchase farm and other products 
grown within the State boundaries, to 
restrict the export of any of the natural 
resources, to purchase the services of 
residents only, and to specify the con- 
ditions under which the forest, water, 
and natural mineral and wildlife re- 
sources of the State can be used or 
harvested and its highways employed 
for private or commercial transporta- 
tion. With few exceptions States try to 
favor resident farmers, laborers, ar- 
tisans, and professionals. They likewise 
buy products produced locally when 
possible. In some dairy States they 
favor the purchase of butter, and in 
the industrial States they permit the 
purchase of margarine. 

Economic groups are affected differ- 
ently by trade barriers. The producers 
of goods and the people who have 
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services to market might gain specific 
advantage from trade barriers because 
they are interested in a specific service 
or a specific commodity. A nursery- 
man is more interested in eliminating 
out-of-State competition than a con- 
sumer is interested in preventing such 
restrictions. Likewise, a milk distribu- 
tor gains far more from a municipal 
regulation restricting the granting of 
licenses to other milk distributors than 
any one consumer loses. In other 
words, a given producer's interests in a 
trade barrier is a specific thing, where- 
as a consumer's interest is quite gen- 
eralized. It is not surprising therefore 
that we find farmers, craftsmen, doc- 
tors, lawyers, and teachers supporting 
specific types of trade barriers rather 
vigorously, while members of the same 
group in their capacity as consumers 
have no interest in trade barriers that 
do not directly affect their income. 

It is argued that the indirect price 
boost given to the local producers and 
processors will be extremely helpful in 
some cases and the additional costs to 
any one consumer will be small. Some 
persons contend that all consumers in 
the protected area are better off be- 
cause they are assured a more stable 
income when local industries keep 
operating and sell their products at 
good prices. Other things being equal, 
there is some short-run and possibly a 
long-run economic justification for 
such an argument. 

If one deals with prices only, it is not 
difficult to show that consumers of 
farm products in deficit areas pay 
higher prices when trade barriers limit 
the supply of out-of-State products 
they can receive. Conversely, it can be 
shown that consumers in the surplus- 
producing area benefit when the out 
movement of products is curtailed by 
trade barriers imposed by another State. 

Even though selected groups of pro- 
ducers may benefit from trade barriers 
that reduce competition and maintain 
or increase prices, the effect on con- 
sumers and the State as a whole may 
be the exact opposite. As far as con- 
sumers are concerned,  a great deal 
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depends on the extent to which they 
are forced to pay higher prices for 
products or to take lower quality prod- 
ucts at prices comparable to those 
charged by out-of-State producers. 

The advantage or disadvantage to a 
State's economy will be determined 
largely by the extent to which other 
States follow similar restrictive poli- 
cies, and as a consequence reduce the 
available markets for those producers 
who must sell their surpluses outside 
their own State boundaries. 

The widespread imposition of un- 
reasonable barriers would have a 
dampening effect on specialization of 
product and labor and geographical 
specialization. The likely result would 
be less productivity and a lower plane 
of living. It would seem, therefore, 
that any State that attempts to aid 
selected groups of producers by using 
its taxing and police powers to reduce 
out-of-State competition should give 
careful attention to the possible ad- 
verse effects on its entire population. 

Many legislators and administrative 
officials are giving serious attention to 
the possible disadvantages to their 
population that might be caused by 
an unwise use of the taxing and police 
powers to control economic actions. 

Marketing and transportation agen- 
cies that thrive on trade from any 
source generally oppose trade barriers. 
On the other hand, the pressures from 
consumers to eliminate such restric- 
tions are practically nonexistent. It is 
only under conditions of extreme ur- 
gency that the opponents of interstate 
trade barriers get well enough organ- 
ized to agitate for their repeal. 

RESTRICTIONS on the free movement 
of goods or services in interstate or in 
local commerce can prove costly to the 
marketing functions. Such restric- 
tion often results in costly handling 
and inspection procedures and less 
than full utilization of the transporta- 
tion and marketing facilities. The 
maintenance of i£ ports of entry" has 
proved costly in relation to the known 
good that has come from them. 



BARRIERS TO TRADE BETWEEN STATES 

Regulations that discriminate against 
one method of marketing and favor 
another are found most often in the 
selling of fresh milk. Some States, in- 
cluding Oregon and Virginia, main- 
tain minimum retail prices that pre- 
vent competition between store and 
home-delivery milk on a price basis. 
The practice favors the higher cost 
system of distribution through home 
deliveries and charge accounts. 

The application of rigid inspection 
and quarantine procedures on prod- 
ucts from a given production area may 
permanently destroy the market for 
products from that area of production 
and divert the trade elsewhere. This 
was the case in 1932 when the State 
of New York excluded the importation 
of most dairy cattle in an effort to 
eliminate Bang's disease. It particu- 
larly affected Wisconsin. 

EFFORTS have been made to reduce 
trade barriers. The responsibility for 
administering laws that impede the 
free flow of trade falls to a considerable 
degree on the heads of the various 
State departments of agriculture and 
their staffs. It is to their credit that 
they have recognized and sought to 
remedy the administrative abuses con- 
nected with trade-barrier legislation. 
Whenever local conditions permitted, 
they have sought to revise the regula- 
tions that were particularly offensive 
to normal trading. The officials, 
through their National Association of 
Commissioners, Secretaries, and Di- 
rectors of Agriculture, have been a 
constructive force. But the obstacle 
faced by the State officials has been the 
lack of any real cooperation from the 
grass roots. Progress, however, has 
been made, although the advances 
have not had a real test, for example, 
to see whether a drop in farm prices 
and some unemployment will cause a 
reversal. 

Trade associations whose members 
are affected adversely by discrimina- 
tory taxes, inspections, quarantines, 
and labeling requirements have been 
active in publicizing trade restrictions. 
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Some have worked diligently to repeal 
laws they find objectionable or to 
change    administrative    regulations. 

The educational activities of the 
various groups seeking to reduce trade 
barriers have contributed heavily to a 
more uniform and less severe admin- 
istration of many State inspection and 
quarantine laws and regulations. These 
administrative changes have tended to 
minimize the discriminatory features 
of such controls. 

The relatively satisfactory level of 
farm prices between 1940 and 1952 
caused farm groups to lose interest in 
interstate trade barriers as a means of 
restraining competition. When farm 
prices began to decline in the latter 
part of 1952 there was no active cam- 
paign to institute new interstate bar- 
riers as a defense against lower prices. 
Instead, organized farmers sought to 
protect their prices and incomes by 
seeking Federal price supports, by 
voting in production controls, and by 
developing marketing agreements to 
control the quantity and the condi- 
tions under which their products are 
sold. {D. B. DeLoach,) 

GROWTH OF UNITED STATES 
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Ownership 

An understanding 
of ownership is basic to the consideration of such prob- 

lems as ownership transfer, risk bearing, pricing, and 

financing. Transfer of ownership of farm products from 

original producer to ultimate user is one of the main 

functions of marketing. Risks result from the ownership 

of farm goods during their movement from producer to 

consumer. They affect farmer and consumer alike by in- 

creasing marketing costs. Maintaining fair play and hon- 

est dealing in futures trading is vital because future 

prices are used as base prices in the buying and selling of 
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actual, physical products. Other types of selling in which 
the seller puts off for a time some part of his obligation to 
deliver, transfer title, or perform other duties are con- 
tracts for processed fruits and vegetables and forward 
sales of broiler chickens. The large amounts of financing 
involved in the ownership of farm products require im- 
portant decisions with regard to the availability of funds 
and the benefits and liabilities from their use. Several 
factors influence the financing of farm marketing. 

Rights and 
Duties of 
Ownership 

The transfer of ownership of farm 
products from original producers to 
ultimate users is one of the main func- 
tions of marketing. 

Ownership includes rights to pos- 
sess, control, use, and enjoy property 
and the benefits from it and to sell or 
otherwise dispose of it according to law. 

* Certain duties and liabilities also at- 
tach to ownership. Owners must con- 
trol and use their property so as to 
avoid unwarranted interference with 
the legal rights of others. Liabilities in- 
clude risks of losses, declines in prices, 
and possible damages due to the inade- 
quate control or the illegal use of the 
property. 

Property may be an object (such as 
a bale of cotton or a cow), or it may 
be any kind of an intangible, such as 
a right to receive or recover a debt, or 
money, or damages for breach of con- 
tract. 

Large amounts of funds are involved 
in the ownership of agricultural prod- 
ucts, and an understanding of the role 
of ownership is basic to the considera- 
tion of such problems as financing, risk 
bearing, ownership transfer, and pric- 
ing, all of which (plus others) are in- 
volved in marketing farm products. 

An important attribute of ownership 
is the power or ability of the owner to 
transfer to others all or any part of his 
bundle of rights, duties, and liabilities. 
Transfers may take the form of sales or 
bailments. A general description of the 
effects of the different forms of transfer 
may be of assistance in selecting out- 
lets, methods, and agencies through 
which farm goods are marketed. 

LEGAL TITLE to agricultural prod- 
ucts, together with the entire bundle 
of rights, duties, and liabilities incident 
to ownership, may be transferred by 
means of sale. 

The time and manner of such trans- 
fers have legal consequences that may 
be of prime importance to sellers and 
buyers. Such consequences may be il- 
lustrated by sales "f. o. b. (free on 
board) shipping point" and by sales 
"f. o. b. destination," or "delivered 
sales," two common types of contract 
terms used in the sale of agricultural 
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products. In sales that specify delivery 
of the commodity f. o. b. shipping 
point, the buyer is liable for freight 
charges and he assumes the risks of 
loss due to destruction or quality de- 
terioration upon delivery of the goods 
to the carrier. In sales that specify de- 
livery of the products f. o. b. destina- 
tion, the seller is liable for freight and 
retains the risks of loss due to destruc- 
tion or quality deterioration before the 
goods arrive at the destination. 

Risks of loss due to a price decline, 
however, are assumed by the buyer as 
of the time the contract of sale is made, 
provided the seller substantially com- 
plies with terms of the contract. 

It is beyond the scope of this chapter 
to enumerate all the many possible 
combinations of contract terms, cus- 
toms, and other factors that may affect 
the time and manner of transferring 
property. The general rule is that a 
contract to sell specified or ascertained 
goods transfers property in them to the 
buyer at such time as the parties to the 
contract intend that it should be trans- 
ferred. In ascertaining the intentions 
of the parties, the terms of the contract, 
conduct of the parties, trade practices, 
and other circumstances relating to 
the transaction may be taken into ac- 
count. If the intentions of the parties 
are clearly manifest in the contract as, 
for example, terms stating delivery 
f. o. b. destination, the terms of the 
contract are generally decisive with 
regard to time and manner of passing 
property. 

In the absence of contract terms that 
clearly show the intentions of the 
parties, general rules have been formu- 
lated for ascertaining the intentions of 
the parties with regard to the time at 
which ownership of goods passes from 
the seller to the buyer. For example, 
an unconditional contract to sell spe- 
cific goods, in a deliverable state, passes 
the property in the goods to the buyer 
when the contract is made. 

A contract to sell specific goods 
where the seller is bound to do some- 
thing to the goods, for the purpose of 
putting them into  deliverable  state, 
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does not pass the property until such 
thing is done. Goods delivered to the 
buyer on approval, on trial, or on 
satisfaction, or on other similar terms 
passes property therein to the buyer 
when the buyer signifies his approval 
or acceptance to the seller, does any 
other act adopting the transaction, or 
retains the goods without giving notice 
of rejection within a reasonable time. 

Although title to goods may have 
passed to the buyer, the unpaid seller 
and also the buyer have certain rights 
that may affect the incidents of owner- 
ship. The unpaid seller has a right to 
retain goods for the purchase price 
while he is in possession of them; a 
right of stopping the goods in transit 
after he has parted with the possession 
of them, in the case of the insolvency 
of his buyer; a right to withhold deliv- 
ery of the commodity; and a limited 
right of resale of the goods. These 
rights are contingent upon the posses- 
sion of goods by the seller after the 
contract of sale has been consum- 
mated, except if the buyer is insolvent. 

Such rights of the unpaid seller 
restrict the incidents of ownership that 
normally pass to the purchaser. 

The buyer, in the absence of con- 
trary agreement, is entitled to examine 
the goods before the property is finally 
vested in him. A refusal by the seller to 
allow opportunity for inspection gen- 
erally justifies the buyer in refusing to 
fulfill the contract. 

When the terms of bargaining specify 
that property is to pass before delivery 
of the goods, the buyer has a reason-* 
able time after delivery in which to 
examine the goods. If they are not of 
the kind and quality ordered, he may 
then refuse to accept them and thereby 
rescind the contract. 

The buyer is deemed to have ac- 
cepted the goods when he so intimates 
to the seller or when the goods have 
been delivered to him and he does any 
act in relation to them which is incon- 
sistent with the ownership of the seller, 
or when, after the lapse of a reasonable 
time, he retains the goods without 
intimating to the seller that he has 
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rejected them. But the acceptance of 
the goods by the buyer does not gen- 
erally constitute a release of the seller's 
liability for defective performance. 

OWNERS at various stages of the mar- 
keting procedure may transfer a part 
of the bundle of rights, duties, and 
liabilities incidental to ownership to 
intermediate agencies for some special 
object or purpose. Such transfers may 
include bailments for sale, transpor- 
tation, storage, or for other purposes. 

Important intermediate agencies em- 
ployed to sell farm products include 
brokers, factors or commission mer- 
chants, auctioneers, and cooperative 
marketing associations. The employ- 
ment of them for the sale of agricul- 
tural products usually establishes an 
agency relationship by means of which 
certain rights, duties, and liabilities 
incident to ownership are transferred 
to the agents and others are retained 
by the principal. 

Brokers, used in the sale of agricul- 
tural products, are agents whose job 
is to bring buyers and sellers together 
for the purpose of negotiating sales. 
They usually do not physically handle 
the goods while the transactions are 
being negotiated. Generally the right 
to conclude the sale resides in the 
principal who retains the complete 
bundle of rights, duties, and liabilities 
incident to ownership of the goods. 
Brokers are paid a brokerage fee or 
commission for their services and they 
have no lien on the goods. 

Factors or commission merchants are 
agents who are entrusted with the pos- 
session of goods of another for the 
purpose of selling them. It is their duty 
to exercise reasonable care, prudence, 
and diligence in handling, storing, and 
caring for the goods consigned to them 
for sale, and they are liable for any 
losses resulting from a breach of this 
duty. 

In the absence of special directions, 
if the factor or commission merchant 
pursues the usual and regular course 
which has been adopted by custom 
and experience as proper and prudent 
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under like circumstances, he usually 
would not be responsible for any losses. 

Although title to goods consigned 
to factors or commission merchants to 
be sold remains in the principal until 
the goods are sold, a factor or com- 
mission merchant usually has the 
right to sell the goods and to collect 
payment for them in his own name. 
He has a lien on the goods for ad- 
vances made by him and for his com- 
mission. Such a lien is a general one 
in that it secures not only the in- 
debtedness due for services performed 
on the specific goods concerning which 
the lien is claimed, but also the general 
balance of the accounts, arising out of 
transactions in the regular course of 
the factor's or commission merchant's 
calling, owed to him by his principal. 

An auctioneer is an agent who is 
authorized to sell to the highest bidder 
goods of another at public sale, usually 
referred to as an auction market. As 
an agent, the auctioneer is obligated 
to obtain the best price he fairly can 
for the goods and is responsible for 
damages arising from his failure to 
pursue the regular course of business. 
Special terms or conditions may be 
inserted in auction sales as in other 
contractual arrangements but, unless 
special terms or customs in the bar- 
gain or other circumstances show a 
contrary intention, the property in the 
goods passes when the bid is accepted 
without waiting for delivery or pay- 
ment. Although the auctioneer is not 
an insurer of the safety of the goods 
entrusted to him for sale, he is under 
obligation to keep them with ordinary 
and reasonable care. The auctioneer 
has a special property interest in, and 
a lien upon, goods of his principal in 
his possession, and upon the proceeds 
therefrom when sold, for his advances 
thereon and for his commissions and 
other charges. 

A cooperative marketing association, 
a business organization usually incor- 
porated, is owned and controlled by 
the members and furnishes marketing 
services on a nonprofit basis for the 
mutual benefit of its patrons. 
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Cooperative marketing contracts, 
which define the rights and obligations 
of members and the association, may 
be of the purchase-and-sale type or of 
the agency type. Under a purchase- 
and-sale contract, title to the products 
passes to the association on or before 
the delivery of the products, in accord- 
ance with the stated intentions of the 
parties. An association which operates 
under an agency contract does not 
take title to the products marketed. 
Under either type of marketing con- 
tract, the grower surrenders direct 
control over the sale of the products 
and the association is obligated to 
return to patrons the sale price of the 
products on the basis prescribed in the 
contract, less authorized deductions. 

Marketing contracts ordinarily pro- 
vide that the association may exercise 
its sole discretion and judgment in 
grading, processing, packing, ware- 
housing, financing, and marketing the 
products of the members and the 
responsibility for mistakes of manage- 
ment and for loss in collection must 
be borne by the members. In addition, 
they usually specify that the associa- 
tion may enjoin a breach of the stipu- 
lation to deliver; that it may mortgage, 
pledge, hypothecate, or otherwise 
encumber the produce; that it may 
commingle the products with those of 
other producers; and that it may make 
deductions from the proceeds of sales 
to meet costs of operations. 

The agencies employed to transport 
agricultural products include common 
and private carriers. A common car- 
rier of goods is one who holds himself 
out, in the exercise of a public calling, 
to transport goods for hire, for whom- 
soever may employ him. A private 
carrier, on the other hand, is one who 
undertakes, by special agreement, in a 
particular instance, to transport goods 
without being bound to serve every 
person who may apply for his services. 
The distinction is important because 
of the differences in liabilities involved. 
In either case, the owner usually re- 
tains title to the products transported 
and transfers to the  carrier physical 
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possession along with some other inci- 
dents of ownership. 

Common carriers are liable for all 
losses or damages to goods received for 
carriage, irrespective of negligence 
and from whatever cause, except losses 
resulting from the act of God, the 
public enemy, the act of the State, the 
act of the shipper, and damages due 
to the nature of the goods themselves. 
The carrier may be liable for loss or 
damage resulting from the excepted 
causes, if his own negligence or that 
of his agents, servants, or employees 
contributed to the loss or damage. 

The extraordinary liability of the 
common carrier attaches when the 
goods are delivered and accepted by 
the carrier, and it terminates, gener- 
ally, when the transportation of the 
goods is completed and the goods are 
delivered to either the consignee or to 
a connecting carrier in accordance 
with the terms of the contract. 

The exception to the general rule of 
liability that relates to the inherent 
nature of the products involved is 
especially applicable to some agri- 
cultural commodities. In the absence 
of negligence, the carrier is not liable 
for the deterioration of perishable 
fruits and vegetables in its custody 
due to natural causes. The carrier is 
not liable for the destruction of cotton 
by fire started in the bale at the gin 
and not discoverable at the time the 
bale was delivered to the carrier. A 
carrier of livestock is not liable for 
their natural tendency to deteriorate 
or for other loss or damage during 
transportation due to inherent char- 
acteristics of the animal and not to 
any fault or negligence on the part 
of the carrier. The measure of the 
common carrier's duty as to such goods 
is to exercise reasonable care and 
diligence to protect them from loss or 
injury while they are in its custody, 
taking into consideration the nature 
of the commodity, the conditions of the 
weather, and the time necessary to 
complete the transportation. 

The carrier is obligated to guard the 
goods from destruction or injury by 



RIGHTS   AND   DUTIES   OF   OWNERSHIP 

the elements; from the effects of delays; 
and from every other source of injury 
which he may avert, and which, in 
the exercise of care and ordinary 
intelligence, may be known or antici- 
pated. Live animals must have food 
and water, when the distance shipped 
demands it. Fruits and some other 
perishable products must be trans- 
ported with expedition and be pro- 
tected from frost. It has been held that 
where a carrier undertakes to transport 
fruit or dairy products, he may be 
required to ice them during the 
journey in order to prevent their 
destruction. The Interstate Commerce 
Act, applicable to shipments in inter- 
state commerce, now permits the 
carriers to provide different tariffs for 
different services rendered by them. If 
the shipper fails to take advantage of 
the special services provided, he 
cannot hold the carrier liable for 
losses due to failure to supply heat or 
refrigeration. 

Acts of God that exempt common 
carriers from liability refer to unusual 
natural causes such as fire caused by 
lightning, unusual floods, violent wind 
and rain storms, and hurricanes or 
tornadoes which the carrier could 
not reasonably be expected to foresee. 
The exemption of the act of the public 
enemy refers only to acts of the public 
enemy of the State, the armed forces 
of another nation with which the 
State to which the carrier owes 
allegiance is at war. A carrier is not 
liable for goods placed in its custody 
when they have been taken from the 
-carrier, without collusion on its part, 
by legal process, valid on its face, and 
when the carrier has with reasonable 
promptness notified the owner or the 
shipper. Justice requires that, if loss or 
damage to goods shipped is due to 
acts of the shipper, the shipper and 
not the carrier should be liable. 

Liability of private carriers for 
damage to goods transported is much 
more limited than that of common 
carriers. As a general rule, a private 
carrier is not absolutely liable for 
damages  to  goods  transported,   but 
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he is under the duty of exercising at 
least ordinary care and diligence to 
prevent damage of the goods entrusted 
to him, and is liable where injury 
results from his negligence or failure 
to use due care. 

In the case of a common carrier, the 
owner's right to possession is con- 
ditioned. A common carrier has a 
specific, but not a general, lien for its 
freight charges on all goods delivered 
to it for transportation by the owner. 
The lien, if any, of private carriers 
by land is based upon agreement 
with the shipper. 

Storage or warehousing plays a vital 
role in marketing agricultural prod- 
ucts. A warehouseman is a person who 
is lawfully engaged in the business of 
storing goods for profit. The ware- 
houseman is not an insurer of the 
goods in storage but is liable for any 
loss or injury to the goods as a result 
of his failure to exercise such care in 
regard to them as a reasonably careful 
owner of similar goods would exercise. 
This liability commences as soon as the 
goods are received by the warehouse- 
man and it continues until the goods 
are delivered to the owner or the 
holder of the warehouse receipt. 

The warehouseman has a lien for 
storage and preservation of the goods; 
for all lawful claims for money ad- 
vanced for such items as interest, in- 
surance, transportation, labor, weigh- 
ing, and cooperage; for all reasonable 
charges for notices and advertise- 
ments of sale; and for the sale of the 
goods where default has been made in 
satisfying the warehouseman's lien. 

A warehouseman having a lien valid 
against the person demanding the 
goods may refuse to deliver them to 
him until the lien is satisfied. The lien 
is lost by a surrender of the goods. 

THE TYPES of ownership of business 
usually involved in marketing agri- 
cultural products include individual 
proprietorships, partnerships, corpora- 
tions, and cooperative associations. 

Some important legal and economic 
consequences may flow from differ- 
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enees in type of ownership of business 
involved in marketing agricultural 
products. The differences may have 
important influences on the volume of 
capital available, nature and durability 
of the operating unit, concentration of 
management and control, and the dis- 
tribution of responsibilities and liabil- 
ities. 

In an individual proprietorship, the 
simplest form of ownership organiza- 
tion, ownership is vested in one indi- 
vidual who supplies his own capital, 
is sole manager and operator of the 
business, has unlimited liability (ex- 
cept for certain small exemptions) for 
claims against the business, and is 
entitled to all profits and other bene- 
fits from his operations. The duration 
of business under an individual pro- 
prietorship is limited by the duration 
of life or legal competency of the indi- 
vidual owner. Usually the volume of 
capital is more limited and the opera- 
tions more restricted for individual 
than for other types of ownership. 

A partnership is a voluntary asso- 
ciation, based on contract, of two or 
more persons to carry on as co-owners 
a business for profit. Special forms of 
partnership include joint-stock com- 
panies, business trusts, joint adven- 
tures, and limited partnerships, among 
others. Every partner usually is an 
agent of the partnership for the pur- 
pose of its business. The partners are 
jointly and severally responsible for 
every debt incurred on behalf of the 
partnership. Since the dissolution of a 
partnership usually may be brought 
about at any time by the expressed 
will of any partner, by the death or 
legal incompetency of any member, or 
by other means, the duration of the 
association is uncertain. 

A corporation is an artificial person 
or being, endowed by law with the 
capacity of perpetual succession. The 
owners may be few or many. The 
characteristics of a corporation are the 
concentration of management, trans- 
ferability of ownership interests, making 
the perpetual succession a possibility; 
power to take, hold, and convey prop- 
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erty in the company name; power to 
sue and be sued in the company name; 
and limited liability of owners. 

Cooperatives take the form of corpo- 
rations and unincorporated associa- 
tions. There are three basic principles 
that make cooperatives different from 
other forms of business enterprise. The 
first is ownership and control of the 
cooperative by those who use its serv- 
ice. Control is exercised by the owners 
as patrons rather than as investors. 
The second is that the provision is 
made to return to patrons on an 
equitable basis any amounts over the 
cost of performing the marketing, pur- 
chasing, or other service which the 
cooperative is set up to perform. The 
patronage refund is the best known of 
the devices used by cooperatives to 
attain operation at cost. The third of 
the three basic concepts of cooperative 
business is that of limited returns to 
share capital. In contrast to other 
forms of business, the capital of a 
cooperative is invested by the owners 
as patrons primarily to provide them- 
selves with needed services. {L, D. 
Howell, Charles W. Buey.) 

Selling: The 
Transfer of 
Ownership 

Sale by private negotiation or agree- 
ment, the striking of a bargain be- 
tween a buyer and a seller or their 
agents is the oldest and commonest 
way to change title to farm products. 

It is used in each of the stages from 
the farmer's local market to the retail 
store. 

Its general characteristics include 
face-to-face negotiation between indi- 
viduals in markets where there is rela- 
tively little  organization,  where   the 



302 

enees in type of ownership of business 
involved in marketing agricultural 
products. The differences may have 
important influences on the volume of 
capital available, nature and durability 
of the operating unit, concentration of 
management and control, and the dis- 
tribution of responsibilities and liabil- 
ities. 

In an individual proprietorship, the 
simplest form of ownership organiza- 
tion, ownership is vested in one indi- 
vidual who supplies his own capital, 
is sole manager and operator of the 
business, has unlimited liability (ex- 
cept for certain small exemptions) for 
claims against the business, and is 
entitled to all profits and other bene- 
fits from his operations. The duration 
of business under an individual pro- 
prietorship is limited by the duration 
of life or legal competency of the indi- 
vidual owner. Usually the volume of 
capital is more limited and the opera- 
tions more restricted for individual 
than for other types of ownership. 

A partnership is a voluntary asso- 
ciation, based on contract, of two or 
more persons to carry on as co-owners 
a business for profit. Special forms of 
partnership include joint-stock com- 
panies, business trusts, joint adven- 
tures, and limited partnerships, among 
others. Every partner usually is an 
agent of the partnership for the pur- 
pose of its business. The partners are 
jointly and severally responsible for 
every debt incurred on behalf of the 
partnership. Since the dissolution of a 
partnership usually may be brought 
about at any time by the expressed 
will of any partner, by the death or 
legal incompetency of any member, or 
by other means, the duration of the 
association is uncertain. 

A corporation is an artificial person 
or being, endowed by law with the 
capacity of perpetual succession. The 
owners may be few or many. The 
characteristics of a corporation are the 
concentration of management, trans- 
ferability of ownership interests, making 
the perpetual succession a possibility; 
power to take, hold, and convey prop- 

YEARBOOK  OF   AGRICULTURE   1954 

erty in the company name; power to 
sue and be sued in the company name; 
and limited liability of owners. 

Cooperatives take the form of corpo- 
rations and unincorporated associa- 
tions. There are three basic principles 
that make cooperatives different from 
other forms of business enterprise. The 
first is ownership and control of the 
cooperative by those who use its serv- 
ice. Control is exercised by the owners 
as patrons rather than as investors. 
The second is that the provision is 
made to return to patrons on an 
equitable basis any amounts over the 
cost of performing the marketing, pur- 
chasing, or other service which the 
cooperative is set up to perform. The 
patronage refund is the best known of 
the devices used by cooperatives to 
attain operation at cost. The third of 
the three basic concepts of cooperative 
business is that of limited returns to 
share capital. In contrast to other 
forms of business, the capital of a 
cooperative is invested by the owners 
as patrons primarily to provide them- 
selves with needed services. {L, D. 
Howell, Charles W. Buey.) 

Selling: The 
Transfer of 
Ownership 

Sale by private negotiation or agree- 
ment, the striking of a bargain be- 
tween a buyer and a seller or their 
agents is the oldest and commonest 
way to change title to farm products. 

It is used in each of the stages from 
the farmer's local market to the retail 
store. 

Its general characteristics include 
face-to-face negotiation between indi- 
viduals in markets where there is rela- 
tively little  organization,  where   the 



SELLING:  THE  TRANSFER  OF  OWNERSHIP 

products bought and sold are available 
for inspection, and where there often 
is need for buyers and sellers to seek 
each other out and haggle over prices 
and the other terms of sale. 

Transactions usually are for cash and 
title passes immediately from seller to 
buyer. Often the sales are in small lots 
of diverse kinds and quality. 

Posted price sales, such as those at 
retail stores and restaurants, although 
lacking many of the above characteris- 
tics, are still to be classified as ownership 
transfer on the basis of private treaty. 
The seller or the buyer accepts or re- 
jects what is offered on the basis of the 
listed prices. In modern retail food- 
stores, food prices are posted; in fact, 
they are generally marked on articles 
except in the case of some unpackaged 
produce and meats. Increasing quan- 
tities of food products are reaching 
final consumers through hotels, restau- 
rants, and other eating places. Prices 
are listed on the menu. The buyer 
either buys at the indicated price or 
refrains from buying. The retailer ad- 
justs prices to expanding or lagging 
consumer demand, particularly for 
perishable goods. If the retailer is a 
member of a chain, his major pricing 
policies are likely to be determined by 
a central office. 

Grain elevators, crushers of oilseeds, 
and other agencies that buy directly 
from farmers commonly post the 
prices at which they are prepared to 
buy whatever quantities farmers may 
elect to deliver. The seller elects to 
sell or to refrain from selling on the 
basis of the prices as posted. Prices are 
in terms of a particular grade, and on 
sales to distant points they may be for 
immediate or deferred shipment. The 
quantity may be in general terms, 
such as a carload, and there must be 
an understanding as to permissible 
excess or deficit on actual amounts 
delivered, who pays the costs of trans- 
portation, and when payment is made. 

Terminal-market grain merchants 
frequently make "bids to the coun- 
try" to buy grain i£on track" or "to 
arrive." In the first instance the price 
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is for grain loaded on cars at the 
country point. The seller guarantees 
the quality, but the buyer pays the 
freight and assumes the risk of price 
changes. On grain sold "to arrive," 

«the seller pays the freight and assumes 
the risk of accidents to the grain in 
transit, but the buyer assumes the 
risk of price changes. 

The use of grades and standards, 
such as the sale of grain on the basis 
of class and grade, cotton on grade 
and staple length, or hogs on carcass 
weight and grade after slaughtering, 
usually reduces the area for negotia- 
tion between buyer and seller and im- 
proves the accuracy of pricing. 

Methods of transfer of ownership in 
livestock marketing would be strongly 
affected if sale on the basis of carcass 
weight and grade should become 
general. This method, used experi- 
mentally by a few packers, involves 
paying the farmer on the basis of the 
grade made by his hogs, cattle, or 
sheep after slaughter. Stock purchased 
on this basis have been bought pri- 
marily from farmers delivering direct 
to the slaughtering plant and pay- 
ment has been delayed only a few days 
or less. Perhaps it would be practicable 
to sell to distant markets and through 
one or more middlemen, but then a 
system of maintaining the identity of 
individual animals would need to be 
developed, and advances to producers 
might be necessary if there were con- 
siderable delay between sale to the 
first buyer and slaughter. 

Brokers, commission men, and agents 
often are used when quantities bought 
and sold are relatively large, when it is 
necessary to buy or sell in a distant 
market, or when a highly specialized 
knowledge of marketing conditions is 
desirable. 

Under those conditions, farmers, 
handlers, and processors have often 
found it economical to utilize the serv- 
ices of marketing agencies that special- 
ize in buying and selling for others. 
Some operate in local markets. They 
are particularly important in whole- 
sale and terminal markets. They take 
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the product of a farmer or secondary 
seller and find a buyer, disposing of the 
product at the best price afforded by 
the market. They may operate as 
agents of a buyer, who may be a 
wholesale receiver, a manufacturer o£ 
cotton or woolen textiles, or other 
processor or manufacturer. 

The agent does not acquire title, 
but is given such authority by the prin- 
cipal as is necessary to perform the 
buying or selling operation. The broker 
or commission man, then, is an agent 
who facilitates transfer of ownership. 

The growth of large-scale marketing 
and processing has led food manufac- 
turers, processors, and others to make 
greater use of selling or buying agents or 
of manufacturers' agents. The former 
may sell or buy exclusively for one 
firm. Such agents may be entirely 
separate organizations, or the agency 
may be owned or controlled by the 
parent corporation. 

THE MANUFACTURER'S AGENT is be- 
tween the free-lance broker and com- 
mission man and the exclusive selling 
or buying agent. The manufacturers' 
agents usually receive commissions but 
represent a limited number of prin- 
cipals and usually operate in a definite 
territory. Marketing firms of this kind 
are more important in the handling of 
industrial goods of nonfarm origin, but 
are of some significance in buying and 
selling finished or semifinished textiles 
and foods. For instance, a manufac- 
turer's agent may handle the products 
of a number of cloth manufacturers, 
dyers, and converters. Another agent 
may sell a line of breakfast cereals for 
one manufacturer, cake flour for 
another, and sauces and salad dress- 
ings for yet another. 

Forward contracting for farm prod- 
ucts has increased in recent years. 

Although the contracts of an indi- 
vidual processor are commonly stand- 
ard in form, some of the conditions, 
particularly the acreage, prices, and 
time of delivery, are negotiated indi- 
vidually with each producer. Ordinar- 
ily the producer agrees to maintain 
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specified production practices and to 
deliver the product after harvest. 

Agreements may also cover grades, 
dockage, service charges, liability, 
prices, time of payment, and advances 
of credit. Because ordinarily the 
quantity of products cannot be de- 
termined until harvest, title to the 
actual products does not pass until 
delivery is made. In effect, however, 
the basic determinations incident to 
transfer of ownership are made when 
the contract is entered into. 

Such contractual arrangements have 
been an important factor in the pro- 
duction and processing of canning 
crops. They played a significant role 
in the rapid development of the broiler 
industry, although they are usually 
less formal and more flexible as to 
price than in the canning industry. 
Contracts for forward sale and de- 
livery between farmers and the first 
handlers are also used in the marketing 
of irrigated cotton in the Southwest, 
feeder cattle in the West, and Florida 
citrus fruit for concentrating. 

Numerous variations of sale by 
contract occur. Some are so informal 
as to approach transfer through con- 
signment. For instance, most of the 
butter in the North Central States is 
sold on the basis of some kind of 
advance sales agreement. Some of 
these are written contracts and some 
are letters, but others are merely 
verbal agreements. 

In selling goods through cooperatives, 
growers nearly always participate 
in some sort of pooling arrangement. 
That may include only a pooling of 
handling margins, as in the case of 
sales of cash grain to cooperative 
elevators. Or the grower's lot may be 
pooled with the production of many 
other farmers and at the time of de- 
livery, the grower receives an advance 
of a percentage of the basic price of the' 
specific quality delivered. The final 
price is based on the proceeds of the 
entire quantity within the pool. In 
some cooperatives the grower may 
elect one of a number of different 
agreements. He may also retain certain 
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rights that affect the ultimate receipts 
for his products, although title has 
passed to the cooperative. For ex- 
ample, in some cotton cooperatives 
the grower may have the right to 
fix the basic price over a considerable 
period after his crop has been delivered 
to the cooperative. 

Improving the farmer's bargaining 
position rather than rendering mar- 
keting services is the primary purpose 
of some cooperatives. They act only 
as agents in negotiations with buyers, 
and title passes directly from farmer 
to buyer. A number of these bargaining 
associations exist in the milk field. 

Representatives of such a bargaining 
association meet with the distributors 
and, within any applicable Federal or 
local regulation, come to an agreement 
on the prices to be paid the farmer. 
Ordinarily the agreement is in effect 
until one of the interested parties 
initiates a proposal to change the 
basic agreement, but commonly pro- 
vision is made for interim automatic 
adjustments during the life of the 
agreement when specified economic 
conditions change. 

Generally the farmer is subject to a 
monthly marketwide pooling arrange- 
ment under which all producers 
receive the same price, with differentials 
for location, quality, and butterfat. 
Farmers deliver their milk to distribu- 
tors, and payments are made by the 
distributors directly to the producers, 
usually with a small deduction or 
checkoff of so much per hundred- 
weight, which goes to the cooperative 
association. 

ORGANIZED MARKETS are focal points 
in the transfer of many agricultural 
products, but the extent of organiza- 
tion varies substantially. 

In some respects present-day State 
and county fairs and industry and 
trade expositions are survivals of 
the fairs of medieval Europe. State 
and county fairs provide space for 
the display and sale of livestock, 
produce, fruits and vegetables, home 
craft wares, and other farm products. 

305 

Transfer of ownership under these 
conditions more nearly resembles sales 
by private negotiation or at farmer's 
markets. Ordinarily the samples dis- 
played at trade or industry expositions, 
however, are merely the basis upon 
which sales of the product are made. 

Although fairs and expositions are 
organized as to rules and means of 
display, they lack some of the most 
distinctive features of the more highly 
organized public markets. At such 
markets the bids and offers of nu- 
merous buyers and sellers are focused 
during specified trading times and 
agents commonly make transactions 
for principals. 

The auction method seems to be 
increasing in local marketing of farm 
products. Auctions almost completely 
dominate the tobacco marketing scene; 
more than 95 percent of the United 
States tobacco crops are so sold. 
Local livestock auctions have increased 
greatly in numbers. 

Ungraded goods and various kinds 
of small and odd lots can be sold at 
auction. Unlike private negotiations 
between individual sellers and buyers, 
however, auction sales are open to the 
public and anyone is free to buy and 
sell in compliance with the rules 
under which the sales are conducted. 

When numerous buyers and sellers 
are attracted to one place, there is 
likely to be a closer approach to a 
freely competitive market than is the 
case when negotiations are between 
two individuals. Producers apparently 
have tended to favor the auction 
method of selling when the belief has 
been widespread that a few buyers 
have dominated the market for cer- 
tain commodities and when there is 
evidence that buyers are better sup- 
plied with market information than are 
sellers. In many small auctions a lim- 
ited number of buyers may make it 
possible to buy articles cheaply, but 
here the tobacco or livestock farmer 
feels that he is protected by his right 
to accept or reject the highest bid 
made. The auction company and the 
auctioneer have a general responsi- 



3o6 

bility to maintain satisfactory market- 
ing conditions, both the physical 
facilities for effectively and honestly 
handling the products offered for sale 
and fair competitive bidding. 

Variations of the typical auction 
methods of selling developed in several 
areas in 1952, notably in the Del- 
marva Peninsula (Delaware, Mary- 
land, Virginia), in the marketing of 
broilers. The birds are not brought by 
sellers to a central place for inspection 
by buyers. Rather the latter visit the 
farms and inspect the flocks with 
respect to size, condition, and their 
readiness for market. Buyers and 
sellers meet daily in an auction room 
where buyers are given lists of the 
flocks to be offered for sale that day. 
When the auctioneer has received the 
final bid on a flock, the owner stands 
and indicates whether he accepts or 
rejects the bid. If he accepts, he and 
the buyer execute a sales contract, 
which provides that the buyer must 
pick up the birds at the producer's 
farm within a specified number of 
days. Title passes to the buyer when he 
takes delivery of the broilers. 

Commodity exchanges or boards of 
trade are organized markets for trad- 
ing in agricultural commodities under 
formal rules and standardized con- 
tracts. Of the approximately 65 ex- 
changes, 20 provide facilities for trad- 
ing in futures contracts and on most 
of these there is also trading in cash 
commodities. The other exchanges are 
cash markets only. Trading in futures 
and cash commodities on the leading 
exchanges provides a pricing basis for 
cash transactions on the other ex- 
changes and in the country. 

The exchanges operate under a 
State charter or corporation law, which 
vests authority in the exchange to 
elect officers, hold property, make 
rules, and to exercise other corporate 
authority, and usually to arbitrate 
commercial disputes between any of 
the members. 

In size and scope of services, ex- 
changes range from smaller markets, 
with services limited largely to pro- 
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vision of market information, to the 
larger grain and cotton exchanges, 
which provide rather complete serv- 
ices and facilities for trading. They 
range in number of members from 
fewer than 20 to 1,400, and in paid 
employees from 2 to 200. 

Members are individuals elected by 
the exchange and usually membership 
is acquired by transfer from a retiring 
member. Members include representa- 
tives of merchants, dealers, farmers' 
marketing cooperatives, and proces- 
sors interested in the cash commodity. 
The membership of exchanges where 
futures trading is conducted also in- 
cludes representatives of futures com- 
mission merchants or brokerage firms 
and persons primarily interested in 
speculative trading in futures. 

Only members may trade directly on 
the exchange. In making transactions 
for nonmembers they act as agents. 
They may also trade for themselves, 
commonly at half nonmember rates, 
and usually a member who is a partner 
in a firm or an officer of a corporation 
may confer on the firm or corporation 
the privilege of membership rates. 

Exchange rules customarily fix the 
hours for trading and the rates of 
commissions or brokerage for cash 
and futures transactions. On futures 
markets, minimum margin require- 
ments, permissible limits on daily fluc- 
tuations in prices, and procedures for 
trading are established by rules, and a 
clearinghouse performs an essential 
function in the clearing of trades. 

Rules for cash transactions specify 
the terms and conditions under which 
sales may be made on the exchange or 
under its rules. Provisions for drawing 
of samples and for resampling are 
customary. In grain, rules also cover 
the hours and methods of making "to 
arrive" bids to the country. Other 
rules provide for the weighing of grain, 
the permissible variation in carlot 
weights, the time allowed for unload- 
ing of cars, and procedures for sur- 
render of documents and payment. 
Unpaid-for grain unloaded into pri- 
vate elevators is weighed and placed 
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thereafter under the jurisdiction of a 
custodian employed by the exchange, 
who holds the certificate until pay- 
ment is made. 

In connection with futures contracts, 
exchange rules prescribe the grades of 
commodities that may be delivered, 
the amounts of premiums or discounts 
at which various grades are deliver- 
able, and procedures for the issuing of 
notices of intent to deliver. Where 
authorized by charter or corporate 
law, rules provide for arbitration of 
commercial disputes and the making 
of awards by an exchange committee, 
and establish procedures for handling 
of appeals and for enforcement of the 
award by the filing of claims in a court 
of law by a party to the dispute. 

The amount and arrangement of 
space used by exchanges varies widely. 
Smaller exchanges maintain offices for 
the receipt of price quotations from 
other markets, and for inspection, 
weighing, and other services. Many 
exchanges have a traffic department 
or bureau to assist members with rates 
and routing of shipments. 

Typical of the more highly organized 
exchanges is a large high-ceilinged 
room, with boards for quotations and 
open floor space for continuous trading 
in cash commodities or futures during 
prescribed hours, or for trading at 
"calls," the latter resembling auctions 
in many respects. On grain exchange 
floors, tables are used to display a 
sample from each car, with an identi- 
fying ticket showing the class and 
grade and grading factors. Cotton 
samples drawn from each bale require 
more space than is available on 
exchange floors, and cotton merchants 
maintain sample rooms, commonly in 
the exchange building. 

Data on the transfer of cash com- 
modities on exchanges are incomplete, 
but cash sales of grain and cotton 
under exchange rules are substantial. 
In wheat, for example, more than 
70,000 cars of grain, or approximately 
115 million bushels, were reported as 
sold on six of the larger grain exchanges 
during the year ended June 30, 1953. 
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Reported cash sales of corn on five of 
the leading corn markets during the 
year ended September 30, 1953, 
totaled more than 33,000 cars of grain, 
or about 55 million bushels. 

Futures trading overshadows cash 
sales on exchanges. In the year ended 
June 30, 1953, for example, the volume 
of trading on all exchanges in the 
United States aggregated 3.8 billion 
bushels of wheat, 2.8 billion bushels of 
corn, and 3.3 billion bushels of soy- 
beans. Futures trading in cotton 
totaled 91.3 million bales. In terms 
of dollar value, futures transactions in 
the year ended June 30, 1953, aggre- 
gated more than 45 billion dollars for 
the commodities regulated under the 
Commodity Exchange Act, which 
covers most agricultural commodities 
in which there is futures trading. 

There is relatively little transfer of 
title to cash commodities through de- 
livery on futures contracts, as most 
futures contracts are closed out by the 
making of an offsetting contract rather 
than fulfilled by making delivery. 

For example, futures contracts in 
wheat settled by delivery on the three 
largest grain exchanges averaged ap- 
proximately 29 million bushels a year 
during the 5 crop years ended June 
1953. 

Besides the price-basing use of fu- 
tures markets in cash transactions, the 
transfer of ownership of cash com- 
modities, particularly to central market 
merchants and to processors, is facili- 
tated by hedging. This is the entering 
into of a futures transaction opposite 
in type to the cash transaction. For 
example, a merchant sells wheat 
futures as an offset against price 
changes in cash wheat purchased. In 
major grains, the quantity of short 
hedges tends to be related, both in 
amount and in seasonal variation, to 
privately owned commercial or termi- 
nal market stocks. Hedging transac- 
tions in cotton are usually made in 
connection with fixed-price transac- 
tions and fixation of "on call" sales. 
A partial measure of the importance 
of hedging is shown by the fixed-price 
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sales and fixations of the larger mer- 
chants and cooperative organizations, 
which in the year ended July 31, 1951, 
were equivalent to approximately 73 
percent of total domestic consumption 
and exports. 

VARIATIONS in methods of transfer of 
ownership are influenced in part by 
physical and price characteristics. It is 
difficult in some cases to isolate the 
factors that account for differences in 
the relative importance of the various 
methods used in the buying and selling 
of one commodity as compared with 
another, and these factors are fre- 
quently mixed in their influences. 

When the lots to be sold are small 
and no processing is required, and par- 
ticularly when there is unusual buying 
sensitivity to quality, sales are likely to 
be made from farmers to local buyers 
or direct to consumers. Eggs are an ex- 
ample. Frequent and wide price fluctu- 
ations during the season have led 
many farmers to sell through the pool- 
ing arrangements of cooperatives. 

When buyer inspection of individual 
products is particularly important and 
trucking of small lots to the local 
market is economical, auctions tend 
to be important. Auctions also provide 
opportunity for farmers to witness the 
bidding of representatives of various 
buyers for their products and those of 
their neighbors. This is believed to 
minimize the influence resulting from 
fewness of buyers. Durable, storable 
commodities that are adapted for sale 
on the basis of sample and description 
and can move to considerable de- 
gree through major centers of storing 
and processing are particularly well 
adapted for sale through the cen- 
tral market wholesalers and the ex- 
changes. 

For a number of commodities where 
two or more methods of transfer of 
ownership exist side by side over a long 
period, there is basis for believing that 
methods of buying and selling also are 
determined to a large extent by sub- 
jective factors that are difficult to 
isolate. For instance, large producers 

YEARBOOK   OF   AGRICULTURE   1954 

of western livestock sold much of their 
stock through terminal market com- 
mission men, while small farmers and 
ranchers tended to rely more on local 
buyers and on auction markets. The 
economic basis was that the large pro- 
ducers were in better position to ship 
in carload and truckload lots, but a 
number of farmers and ranchers, large 
and small, said they patronized termi- 
nal markets because they believed that 
competition was keener and prices re- 
ceived were higher. But others gave 
exactly the same reasons for doing 
their buying and selling at auctions. 

Changes in the relative importance 
of the different methods of buying and 
selling and changes over time are af- 
fected by changes in marketing institu- 
tions, methods, and technology. Con- 
tracting for crops has increased as 
more and more fruits and vegetables 
are marketed in processed form. 

Development of meatpacking plants 
at interior points within the livestock- 
producing areas and the increasing 
sale of livestock directly from farmers 
to packing plants has been sufficiently 
important to lead to the use of the 
term "direct marketing." Price-sup- 
port programs have led producers of 
some products to sell directly for cash 
to Government buyers, or pledge 
storable commodities as security for 
nonrecourse Government loans. Some- 
times such products may be redeemed 
by the producer-borrower and sold 
through commercial channels, and 
sometimes the Government takes title 
at the maturity of the loan. 

Integration of retailing and whole- 
saling and the use of motortruck trans- 
portation has reduced the relative 
importance of sales of fruits and 
vegetables through terminal market 
auctions and has affected the position 
of the merchant wholesaler and com- 
mission man. In processed goods, in- 
tegration now often involves two 
major integrated stages, with retailing 
and wholesaling under single owner- 
ship, and the processors of meats, 
canned and frozen foods, textiles, or 
other products extending their owner- 
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ship all or most of the way back to the 
farmer. In some cases integration has 
proceeded to the point where legal 
title to goods may pass only in the sale 
by the producer to the processor and 
the sale by the processor to the con- 
sumer. Within the integrated concern, 
however, a process closely akin to 
ownership transfer occurs if products 
are separately accounted for as they 
pass from, say, a purchasing division 
to a processing division and then to 
product sales divisions. And each divi- 
sion may be as zealous in championing 
its "price" and quality in intracom- 
pany transfers as it would be in selling 
or buying in the open market. 

The efficiency with which buying 
and selling are carried on is of concern 
to buyers and sellers and to society. 
Methods of purchase and sale that are 
expensive in terms of time and effort 
mean loss of production and income to 
individuals and society. The methods 
which result in prices that do not 
accurately reflect underlying condi- 
tions of demand and supply can lead 
to unwarranted differences in prices 
among both individual producers and 
producing areas. This means loss of 
satisfaction to consumers and a waste 
of resources by producers, as the latter 
do not receive from the price system 
the proper guides to the allocation of 
resources. 

The persistence of wide variations 
in methods of transfer of ownership 
suggests that there is no one best 
method suited to all conditions. The 
method actually used may be even less 
important from the standpoints of 
economy and efficiency than is the 
extent to which both buyers and 
sellers have knowledge of the market 
conditions. 

It is not so much a matter of whether 
buying and selling takes place in local 
markets, wholesale markets, direct to 
retailers or consumers, through coop- 
eratives, or through the utilization of 
specialized buying and selling agen- 
cies. Rather it is the knowledge of 
demand, supply, and prices possessed 
by buyers and sellers and the extent 
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to which grading and standardization 
enable buyers and sellers to know what 
is being bought and sold. 

The closer such knowledge comes to 
perfection, the more quickly buyers 
and sellers come to terms and the 
more satisfactory are pricing results. 
(Benneil S.  White,  W. Edwards Beach.) 

The 
Danger 
of Loss 

Risk in the commercial sense com- 
monly means the danger of loss arising 
from the uncertainty of future develop- 
ments. 

Risks are an important element in 
agricultural marketing. They have 
direct effects on marketing agencies. 
They affect farmers and consumers 
alike through increased marketing 
costs and affect early-season prices of 
many commodities because they re- 
strict the accumulation of inventories. 

Under primitive conditions, each 
family carried its own risks of inade- 
quate food, clothing, and other things. 
Under modern specialized production, 
the risks of farm production are taken 
over by the farmers, and the risks of 
marketing are assumed by marketing 
agencies. 

Risks of marketing appeared when 
the first few farm products were pur- 
chased for resale. They increased in 
each commodity market as the dis- 
tances between the producers and con- 
sumers became greater, commercial 
processing grew, and inventories ex- 
panded. 

MANY KINDS of risks are incurred in 
the marketing of farm products. The 
principal kinds, by major groups, are: 

Destruction or deterioration of prop- 
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Destruction or deterioration of prop- 
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erty (principally products handled): 
Fire; flood; storm; earthquake; wreck 
(ship, train, truck); insects, rodents, 
birds, et cetera; disease, rot, mold; 
excessive heat or cold. 

Personal risks: Illness, injury, or 
death of owner or manager, or a part- 
ner; illness, injury, or death of asso- 
ciates or employees. 

Risk of dishonesty: Theft (burglary, 
robbery); embezzlement, et cetera; 
breach of contract; manipulation of 
prices; failure of others to pay debts. 

Business risks: Changes in value of 
money; liability for injury or damage; 
variations in the production of com- 
modities handled; variations in pro- 
duction of competing commodities; 
political interference; any technological 
changes; shifts in demand; war; in- 
adequate supplies; loss of customers; 
intensified competition ; delays. 

Price risks: Declines in prices of 
property owned (principally products 
handled) ; advances in prices of prop- 
erty contracted for delivery. 

THE STORY of marketing hazards is 
that of a race between development of 
new marketing conditions in expand- 
ing markets and efforts to control the 
sharp practices of a few dealers or 
processors. For example, when berries 
came to be consigned to distant com- 
mission merchants, there was more 
need for legislation and for trade- 
association efforts to set forth the 
minimum responsibilities of commis- 
sion merchants and give protection to 
shippers than there had been when 
most growers were close at hand. 
Obviously, legal safeguards may re- 
duce such hazards but cannot elimi- 
nate them entirely, just as funds are 
embezzled from time to time despite 
the punishment of embezzlers. 

The risk of inadequate supplies may 
be vital to a company that depends on 
continued business. Adequate supplies 
of essential ingredients are important 
to a company that has developed a 
brand and has devoted considerable 
energy and money to getting that prod- 
uct accepted by a body of consumers. 
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For example, a mill will pay substan- 
tial premiums for high-protein wheat 
when it is scarce in order to maintain 
the quality of its flour brands. 

THE EXTENT of risks varies among 
farm products. 

Proportionate risks might seem to be 
greatest among highly perishable com- 
modities, such as melons and berries. 
That is not so. Risks there are far from 
unimportant, but deterioration has 
been reduced by improved techniques 
of handling and prompt movement of 
products to consumers. Florida or- 
anges, for example, usually are in the 
hands of consumers within 2 weeks 
after picking. Furthermore, prices are 
kept closely adjusted to what the con- 
sumer will pay. 

Greater aggregate marketing risks 
actually occur in the less perishable 
commodities because they are ac- 
cumulated by marketing agencies for 
comparatively long periods. Accumula- 
tion is the building up of inventories 
by dealers and processors during the 
periods when farm marketings are 
seasonally in excess of the consumers' 
requirements and the subsequent with- 
drawals from inventories. Seasonal 
production and the demand thus are 
adjusted. 

Consumers play a much smaller part 
than formerly in carrying food forward. 
from harvest. Sixty years ago most 
families of substance laid in a season's 
supply of flour in the fall. Now many 
buy bread every day or two. Then 
each family filled a bin with potatoes 
in the fall. Now most families buy 
potatoes in small amounts. 

The trend toward less home storage 
of food is offset only partly by the use 
of lockers and home-freezers by some 
families. Lack of storage space in 
apartments and industrial housing, 
the larger proportion of married 
women who work for wages and have 
less time to prepare food, and a 
generally higher standard of living 
contribute to greater reliance of con- 
sumers on the accumulations of dealers 
and processors. 
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Many farmers also have a smaller 
part in carrying their products for- 
ward. Often they want to sell their 
crops at harvest. In wheat, for ex- 
ample, the use of combines cuts down 
the time required in harvesting, the 
use of trucks permits the wheat to be 
hauled to market without rehandling, 
and the combined wheat frequently 
needs more postharvest conditioning 
than most farmers can provide ad- 
vantageously. Generally similar condi- 
tions are found in many other com- 
modities. The trend is offset only 
partly by the actions of some farmers 
in placing their crops, unsold, in 
commercial warehouses. 

Dealers and processors accumulate 
large inventories of annual crops, 
such as cotton and wheat. The other 
important accumulations may include 
canned, frozen, and dried fruits and 
vegetables, refrigerated and frozen 
eggs, and frozen orange concentrate. 
For the commodities in the latter group 
the accumulations make the commod- 
ities available to consumers over longer 
periods. For all commodities accumu- 
lated, the accumulations regulate the 
rate of movement into consuming 
channels. 

THREE MAIN CHARACTERISTICS of ac- 
cumulations affect marketing risks. 

First, in contrast to the short periods 
that perishable commodities com- 
monly are owned in marketing, most 
accumulations are owned by dealers 
or processors for an average of several 
months or more. Stocks of such com- 
modities as cotton or tobacco fre- 
quently are owned longer. The longer 
the period of ownership, the greater 
the possibility of a decline in price. 
The inventory also is exposed longer to 
other risks, including destruction or 
deterioration, during its ownership. 

Second, risks commonly are highly 
concentrated in the accumulating 
agency. Frequently a dealer or proces- 
sor may have a peak accumulation 
equal to the quantities produced by 
several hundred or, indeed, several 
thousand farmers, with the result that 

Su 
his risks may be large in proportion 
to his working capital. Only a com- 
paratively small proportion of the 
dealers or processors of each com- 
modity accumulate inventories, largely 
because most of them lack the neces- 
sary capital or are not in a position to 
assume the risks. 

Third, prices of the inventory must 
be estimated largely in advance and 
are arrived at on the basis of incomplete 
information. Each dealer or processor 
accumulating an inventory generally 
estimates in advance about how much 
he will buy and the maximum price 
that he can pay, taking into account 
the quantities that he expects to sell 
and the prices that he hopes to get. 
He can revise his estimates from time 
to time during the period of accumula- 
tion, but ordinarily his peak inventory 
occurs early in the season while only 
partial information is available. 

Accordingly, the prices at which the 
inventory is purchased may be either 
higher or lower than they would have 
been if full information had been 
available for their determination. 

Hope of advances in price during the 
period of ownership doubtless is a 
factor in accumulations, but business 
reasons often cause accumulations con- 
siderably in excess of the quantities 
that would be held for a price advance. 

AN EXAMPLE is the crushing of soy- 
beans in 1948-1949. Production had 
increased rapidly during the Second 
World War and afterward, and ways 
of handling risks had not kept pace 
with the production, largely because 
the Government had assumed most of 
the risks of marketing during the war. 

Suppose that a typical crusher of 
medium size expected to crush a 
million bushels in 1948-1949. He 
might have a plant valued at about 
750,000 dollars, mortgaged for 375,000 
dollars, and have working capital of 
about 600,000 dollars. Since most 
farmers sold their beans after harvest 
and he could buy only relatively small 
quantities later in the season, he might 
have to accumulate an inventory of 
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about 500,000 bushels by the end of 
harvest. At 2.50 dollars a bushel, 
that would amount to about 1,250,000 
dollars; he would have to borrow 
about 700,000 dollars if he put in 
550,000 dollars of his working capital. 

In such circumstances his risks were 
great. Doubtlessly he covered all risks 
like fire by insurance, as far as he 
could, but he could not obtain insur- 
ance against his very large price risks. 
Soybean prices at Illinois country 
points actually declined 37 cents a 
bushel from November 1948 to Febru- 
ary 1949. If that decline had been 
suffered by the crusher on his peak 
inventory, the loss would have been 
about 185,000 dollars—or more than 
30 percent of his working capital. 

Crushers of soybeans accordingly 
were anxious to reduce their price 
risks. Most of such reduction they 
did by means of forward sales of oil 
and meal: About 70 percent of the oil 
and 60 percent of the meal in Illinois 
were sold for forward delivery; the 
greatest forward sales were early in 
the season. In November 1948, sales 
were made for delivery as much as 9 
months in advance. 

Largely to reduce their risks, crush- 
ers made substantial price concessions 
on their distant forward sales. The 
average discounts in November 1947 
and 1948 for delivery in the following 
months through June were (in per- 
centages of November prices) for oil: 
2.7, 5-7, 7-5, 13-4, 13-8, 15-4, and 16.3. 
For meal they were 1.8, 4.7, 8.5, 10.4, 
12.4, 13.0, and 13.7. 

The proportions of oil and of meal 
sold at the various discounts are not 
available, but the discounts show 
clearly that crushers were anxious to 
reduce their price risks. 

Such large discounts represented an 
extreme condition and could not con- 
tinue long. Other methods of han- 
dling the risks were brought into use, 
and the discounts were reduced sharp- 
ly, being quite small in 1952-1953. 
The large discounts, however, indicate 
some of the possible effects of accumu- 
lation   on   the   marketing  risks   of  a 
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commodity, especially upon the price 
risks. 

Of 28 farm products showing farm 
marketings of more than 100 million 
dollars in 1951, only fresh oranges and 
cattle and calves did not exhibit sig- 
nificant accumulations. Some, in- 
cluding tobacco and cotton, showed 
large accumulations in commercial 
channels (but farmers and ranchers 
themselves do on occasion hold back 
large numbers of cattle and calves 
which would normally have moved to 
market). There was practically no ac- 
cumulation of fluid milk and ice cream, 
but there was a moderate accumula- 
tion of most manufactured dairy 
products and of fluid cream. In per- 
ishable fresh fruits and vegetables there 
was no accumulation, but processed 
products of many had substantial 
accumulations. 

Because most farm products have 
moderate degrees of accumulation, it 
is reasonable to conclude that price 
risks constitute the most important 
risks in farm marketing, even though 
we cannot measure them precisely. 

Risks increase the cost of marketing 
farm products directly by the amount 
of the premiums paid for insurance 
and indirectly by tending to restrict 
competition in marketing. 

Risks, particularly those of loss of 
capital, frequently deter persons from 
engaging in the marketing of a given 
commodity. Risks keep down the 
operations of many marketing agen- 
cies. Otherwise increased competi- 
tion would cause smaller margins of 
profit. 

What proportion of the total cost of 
marketing farm products is represent- 
ed by risks? 

Only a general estimate can be 
attempted on the basis of the scanty 
information available. Insurance pre- 
miums paid by several hundred co- 
operative marketing associations of 
various kinds in recent years averaged 
between 4 and 5 percent of their 
operating expenses. Comparable data 
are not available for private compa- 
nies, but some observers suggest that 
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4 or 5 percent may be typical. Those 
proportions are higher than were indi- 
cated by some data in 1925; it seems 
that more insurance is carried now. 

Price risks and other noninsurable 
risks incurred in agricultural market- 
ing are considered to be substantially 
greater, on the whole, than those that 
are covered by insurance. If the 
insurance premiums average 4.5 per- 
cent of the cost of marketing of all 
farm products, the total risks may 
average more than 10 percent. 

GOVERNMENT PRICE SUPPORTS change 
the pattern of marketing risks and 
tend to reduce such risks when prices 
are at or below support levels. Their 
effects upon price risks are mainly 
indirect. With the exception of a few 
commodities in which prices are sup- 
ported by purchase programs, market- 
ing agencies that have purchased farm 
products outright cannot obtain Gov- 
ernment loans or other price supports. 

Availability of loans and the other 
assistance to farmers tends to reduce 
the after-harvest pressure of a crop 
upon the market and reduce the peak 
accumulation. The need for large 
inventories is less if substantial quanti- 
ties are held by farmers under loans, 
because an advance above the support 
level will be followed by liberal farm 
offerings. Accumulations may be pur- 
chased at higher prices, but the exist- 
ence of the support level cuts down 
the danger of a decline below that 
level later in the season. 

The situation is somewhat different 
in years when prices are well above 
the support level. Then the supports 
have little effect upon marketing risks 
except that they may limit a possible 
drop in prices. 

RISKS of agricultural marketing may 
be handled in five main ways under 
private enterprise. They may be 
covered by insurance, reduced through 
increased information, reduced by 
combining marketing units, "trans- 
ferred" to others, or assumed by the 
marketing agencies. 

SIS 

Many risks incurred in marketing 
farm products are covered by insur- 
ance of various kinds. Such risks are 
principally those in which the losses 
can be predicted at least with a 
moderate degree of accuracy, so that 
appropriate premiums can be deter- 
mined. 

Risks may be reduced by obtaining 
additional information concerning the 
conditions which give rise to the risks, 
thus reducing the uncertainty. In 
some instances this research needs to 
be followed by action to change the 
conditions. 

Some hazards may be reduced by 
legislation restraining misbehavior or 
providing additional safeguards among 
certain marketing agencies, princi- 
pally those entrusted with commodities 
or funds. 

Risks in interstate shipments of 
fruits and vegetables have been cut 
down by the Produce Agency Act, 
which makes it illegal for a commission 
merchant to fail to account for or to 
dump or destroy without good reason 
the produce consigned to him. The 
Perishable Agricultural Commodities 
Act penalizes breach of contract by 
receivers. The Commodity Exchange 
Act provides that the commission mer- 
chants operating under it shall not 
commingle customers' funds with their 
own but shall place customers' funds 
in segregated accounts to protect the 
customers' funds if the commission 
house fails. Several laws provide for 
licensing and for minimum financial 
responsibility among marketing agen- 
cies entrusted with the property of 
others. 

Risks arising from the uncertainties 
of the future, including the risks of 
price changes, have proved harder to 
reduce than most others, but material 
progress has been made, both in sup- 
plying accurate market information, 
and in reducing price fluctuations 
through purchases and crop loans. The 
work in prices has consisted largely of 
relating data of supply and demand 
to prices of a given commodity over a 
period of time. 
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Further work of this sort, making use 
of refined techniques and more de- 
tailed data, is needed. The analysis 
should be expanded to include the 
actual practices of price determination 
and the influence of market psy- 
chology. 

RISKS may be reduced also by com- 
bining small business units that per- 
form the same types of services. A 
large unit can handle many risks to 
better advantage than a small one. 

For example, a lettuce shipper who 
ships a car a day to 10 markets incurs 
smaller risks than the aggregate risks 
of 10 shippers who each ship i car a 
day. The larger shipper is less likely 
to find all his markets temporarily 
oversupplied or to have a large part 
of his funds tied up by a wreck of all 
10 cars. The io-car shipper likewise 
can adjust more readily to daily varia- 
tions in the quantities harvested by his 
growers. Accordingly, risks may be 
reduced by combining small units 
that give the same services. 

Greater advantages result from the 
combination of business units that 
render successive marketing service, 
such as wholesaling and retailing. 
This vertical integration lessens both 
the risk of losing customers and of 
inadequate supplies and, if the quan- 
tity handled is the same, it ordinarily 
reduces the ratio of risks to financial 
resources. The advantage of vertical 
integration in risk handling is further 
increased if the concentration of price 
risks before integration was great in 
one of the units, perhaps because of 
accumulation, but smaller in the other. 
The concentration is reduced by the 
combination of the two units. 

Price risks and some other risks may 
be "transferred" to others by means of 
forward contracts or by hedging on 
organized futures markets. The word 
"transferred" is used here in a limited 
sense to indicate that while the risks 
may pass from one person to others 
the aggregate of the risk to the others 
on any commodity, ordinarily is not 
the same as it was to the first person. 

YEARBOOK   OF  AGRICULTURE   1954 

For example, a processor of frozen 
eggs may contract in April with a 
baker for frozen egg whites for future 
delivery. The processor may be anx- 
ious to reduce his inventory risks; the 
baker may feel that his assumption of 
the price risks is a small matter, per- 
haps overbalanced by the risk of his 
inability to obtain high-quality frozen 
egg whites later in the season. 

Such "transfers" are used most fre- 
quently to reduce burdensome inven- 
tory risks. 

Forward contracts may shade into 
unorganized trading in futures, which 
under favorable conditions may ripen 
into organized trading in futures. As 
forward contracts in a given com- 
modity are made in increasing volume, 
season after season, both the contracts 
and the commodities deliverable on 
them tend to become standardized. 
It becomes easier to find someone to 
take the other side of the contract. A 
little later the contracts may begin 
to pass from hand to hand, and persons 
from outside the industry may enter 
the trading. The danger of breach of 
contract, however, increases because, 
as contracts become more common, 
particularly when they pass from hand 
to hand, it is more difficult to restrict 
them to responsible persons. Hence 
organized exchanges with trading rules 
and scrutiny of responsibility of mem- 
bers. 

HEDGING as a means of handling 
price risks is practiced widely in the 
commodities having organized futures 
markets. 

Here is an oversimplified illustration 
of a hedge against an inventory. A 
midwestern grain merchant who has 
500,000 dollars may decide at the 
opening of the wheat season to accu- 
mulate 1,000,000 bushels of wheat for 
merchandising during the crop year. 
At 2.50 dollars a bushel the inventory 
would have a value of 2,500,000 dol- 
lars. He would have to borrow at least 
2,000,000 dollars, or 80 percent of the 
value of the inventory; his banker 
would insist that the wheat be hedged. 
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He hedges by contracting to sell in the 
futures market (in units of 5,000 
bushels) quantities equal to his daily 
purchases of wheat. When he has ac- 
cumulated the million bushels of 
wheat, he also has contracts to sell that 
quantity in the futures market. To the 
extent that the futures market and the 
cash market move in unison, any loss 
resulting from a decline in the price of 
his actual wheat, excluding commis- 
sion charges, will be offset by the profit 
obtained by closing out his futures 
position at lower prices. As he mer- 
chandises his wheat, he closes out his 
futures position. 

As a hedge against price advances, a 
flour mill having no wheat may sell a 
baker the flour equivalent of 200,000 
bushels of wheat to be ground from a 
specified blend of wheat. Since the 
price of wheat may advance before the 
mill can find its requirements, it may 
contract to buy 200,000 bushels on the 
futures market. Then the mill can shop 
for the wheat required, closing out its 
futures position as it purchases the 
actual wheat. 

While hedging usually provides pro- 
tection against heavy losses, the protec- 
tion is not automatic, and the hedger 
must remain alert to market changes. 
Small profits and losses incidental to 
hedging are common, because cash 
prices and futures prices seldom move 
exactly in unison. Occasionally cash 
and futures prices may diverge sharply 
and may reduce the protection ordi- 
narily afforded by hedging. 

Advantages of hedging include the 
convenience, speed, and economy of 
placing hedges and the guarantee of 
the exchanges that the contracts will be 
fulfilled. Prices of the contracts, also, 
are arrived at publicly under carefully 
worked out trading procedures. Dis- 
advantages connected with the futures 
markets arise mainly from imperfec- 
tions of those markets, such as the con- 
ditions that permit occasional manipu- 
lation of prices and from the inferior 
judgment of some of the speculators. 

The most widely known forms of 
manipulation are the "corners" and 
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"squeezes," which occasionally may 
cause sharp price changes, principally 
in expiring futures. They occur less 
frequently than in earlier years. 

Perhaps the market judgment of 
many of the numerous speculators who 
predominate on the buying side in a 
number of important futures markets 
is unlikely to be as good as that of 
experienced dealers and processors 
who prefer to avoid or shift their risks 
by hedging. 

FURTHER IMPROVEMENT in handling 
risks is needed to increase marketing 
efficiency and open the way to addi- 
tional economies. Substantial improve- 
ments have been effected in dealing 
with the marketing risks of most farm 
products, as indicated previously, and 
in the reduction of social hazards by 
legislation. Available evidence indi- 
cates, however, that additional im- 
provement is possible. 

The use of organized methods for 
handling risks contributed to reduc- 
tions in the marketing margins for re- 
frigerated butter and eggs during the 
1930's. Before that period, when hedg- 
ing was uncommon, sizable specula- 
tive profits in most years were expected 
by dealers. Toward the end of the 
period, when hedging was general, 
dealers complained that speculative 
profits had been sharply reduced. 

Other factors, including less season- 
ality in egg production, also con- 
tributed to the reduction in marketing 
margins, but it was evident that hedg- 
ing had an important part. Incomplete 
information points to a similar reduc- 
tion in the marketing margins for 
grain in an earlier period. 

Other information indicates im- 
provement in handling risks in various 
commodities, largely as a result of 
gains in skill in dealing with risks by 
individual marketing agencies. Col- 
lective action required to institute or- 
ganized methods of handling risks 
tends to occur less rapidly. The desire 
to avoid losses in individual agencies 
impels the persons responsible to strive 
to become proficient in dealing with 
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marketing risks; in setting up organ- 
ized methods of handling risks, con- 
siderable inertia may have to be over- 
come. Some persons may not com- 
prehend fully how the changes will 
help them; some groups may enjoy an 
advantage and may oppose change. 
For example, the development of or- 
ganized trading in butter and egg 
futures at Chicago was actively op- 
posed by a minority, including some 
brokers who were losing business to 
organized trading. 

A systematic study of marketing 
risks and their handling in a repre- 
sentative group of farm products is 
needed to disclose how further im- 
provements in dealing with risks can 
best be effected in individual products. 
The study should be designed to bring 
out not only the current methods of 
handling risks in the commodities in- 
cluded in it, but also the effects which 
improvements in risk handling have 
had upon other functions, such as 
processing, in the development of 
commodity markets. By pointing the 
way to better risk handling in specific 
farm products the information ob- 
tained by the study would promote 
increased efficiency and lower costs in 
marketing. {H. S, Irwin,) 

Forward 
Selling 

Forward selling means any selling in 
which the seller puts off for a time 
some part of his obligations to deliver, 
to transfer title, or to perform other 
specified duties. It forms a large 
proportion of today's business trans- 
actions. 

It is accomplished by agreements, 
which usually are binding contracts. 
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Futures trading is the same as a 
great variety of other forward dealing, 
except that it is conducted through 
elaborate special trading arrangements 
that were explained in the preceding 
chapter. 

The story of the development of 
forward selling, including futures trad- 
ing, is a story of the evolution of con- 
tracts. Interwoven with it is the his- 
torical development of the institutions 
of private ownership of property 
rights, money, debt, banking, and, in 
fact, the whole institutional organiza- 
tion of credit and business today. 

Before the sixteenth century, only 
landlords and a few wealthy people 
could own property and make con- 
tracts that the courts would enforce. 
Slaves, serfs, peddlers, and the like 
had few rights of citizenship and were 
dependent on such special privileges as 
were granted and enforced by feudal 
lords and kings. Little buying and 
selling were done, and that mostly at 
fairs or local markets. 

The importance of peddlers and 
merchants grew in the succeeding 
decades as trade expanded in the yeast 
of many economic, political, and legal 
events, increased efficiency in produc- 
tion, evolution of property rights, and 
ideas regarding individual freedom. 
They gradually acquired rights as 
citizens and influence as a class. 

Originally their trading had been 
mostly direct exchange of one com- 
modity for another or for money. 
But as commerce expanded, more and 
more business was conducted on the 
basis of promises to deliver goods or 
make payment at a later time. In 
settling among themselves disputes 
that arose over such transactions, the 
merchants developed customs that 
came to be recognized by the courts 
and thus to be part of the common 
law. 

In the process, the institution of 
legally enforceable contracts was es- 
tablished by the latter part of the 
sixteenth century. Since then, any 
party to a contract has rights of legal 
action to require the fulfillment of the 
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sixteenth century. Since then, any 
party to a contract has rights of legal 
action to require the fulfillment of the 
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obligations due to him. Those rights 
are the basis of ownership, and the 
property owned consists of the promises 
or obligations of the opposite party. 

THE ESTABLISHMENT of contract en- 
forceability was itself a major step, 
but it did not fully satisfy the mer- 
chants' needs. If they were to achieve 
a reasonable turnover of their capital 
instead of having it tied up while 
waiting for final settlement of their 
transactions, they needed to be able to 
exchange the contractual promises 
they owned for other goods or for 
money. In other words, they needed 
to be able to make contracts that also 
could be assigned or transferred to 
others. Major difficulties had to be 
overcome first. The idea of ownership 
and property held up to that time 
was that they were tangible things— 
people were unable to think of rights 
to the fulfillment of promises as prop- 
erty that could be owned and sold. 

Promises were considered personal 
matters that created rights only for 
the persons to whom they were made. 

But the advantages of being able to 
transfer or sell contractual rights were 
considerable; such sales were made in 
practice and became customary among 
merchants. Gradually they were rec- 
ognized in the common law through 
successive court decisions in the seven- 
teenth century. A parliamentary re- 
versal of a final adverse court decision 
in 1704 completed the innovation of 
negotiability and provided an essen- 
tial part of the foundation for modern 
capitalism. 

All these developments are reflected 
in the evolution of today's various busi- 
ness orders, agreements, or contracts. 
Collectively they make up a complex 
system of financial assets and liabilities 
through which ownership claims are 
divided, subdivided, layered, and 
transferred quite independently from 
the possession, location, or present 
existence of tangible goods. 

As a consequence, everyday business 
in a highly developed economy is 
characterized by the buying and the 
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selling of a bewildering variety of con- 
tractual claims to valuable rights. For- 
ward selling is an important part of 
such market activity. 

In order to comprehend the real 
nature of forward selling, especially 
of the particular type represented by 
organized futures trading, it is neces- 
sary to distinguish the kinds of rights 
conveyed under at least a few familiar 
types of claim. 

EVERY ACT of buying and selling 
involves a mutual agreement between 
parties regarding their obligations and 
rights. In true spot-cash dealings they 
are settled at once through immediate 
settlement by both parties. Such trans- 
actions occur in cash-and-carry retail- 
ing and somewhat in jobbing and 
wholesaling when retailers buy, pay 
for, and carry away produce from 
public markets. 

Cash and carry is familiar to every- 
one, but by far the largest volume of 
business today involves deferred settle- 
ment in one way or another. 

When the seller discharges all his 
obligations through the immediate 
performance of delivery, the buyer 
may have a period in which to make 
payment—as in the case of the retail 
customer who charges the item he 
buys and takes from the store. The 
item sold is exchanged for a debt claim 
on the buyer. The claim is an asset to 
the seller or creditor—a property he 
owns and can sell to someone else. It 
is not a claim to ownership rights in 
any specific goods. It is a general 
claim in terms of money. 

A number of claims to money debt 
are in common use—accounts receiv- 
able, personal notes, bonds, bank de- 
posits, and many others. Some estab- 
lish claims that encumber the owner- 
ship of specific collateral, as in the case 
of mortgages. But most are general 
claims against the debtor and hence 
against all his resources. In all of them 
the promise or debt is defined in units 
of money. 

While the importance of deferred 
payment—credit—in   doing   business 



3i8 

is generally recognized, deferred per- 
formance on the opposite side of the 
transaction seems to be less widely 
understood. As a matter of fact, most 
business now is based on voluntary 
binding agreements, under which both 
performance by the seller and pay- 
ment by the buyer are deferred. 

In retail service, performance by the 
seller may be completed within a short 
period, although not always—consum- 
ers may contract for clothing to be 
made to order, cars to be supplied 
when available, or furniture to be 
delivered to houses that have been 
contracted for but not yet built. Con- 
tracts for services, for building and the 
like, involve deferred performance. 
Industrial enterprises of all kinds 
procure their materials to carry out 
their production programs and sell 
their products on orders that merge 
into contracts of various degrees of 
firmness. All involve forward selling. 

The production, handling, process- 
ing, and distribution of agricultural 
commodities include extensive systems 
of forward selling. Even in so-called 
spot or cash sales on sample, as for 
grain or cotton, typical contracts are 
"to arrive" or "for shipment" within 
specified periods rather than imme- 
diate delivery at the time of sale. Still 
better illustrations are the large num- 
bers of transactions under which 
feeder cattle may be delivered to 
Corn Belt farms on forward sales con- 
tracted by range producers, sometimes 
even before the animals are born. 

THE MANY FORMS of the contracts 
through which the forward selling is 
accomplished in agricultural markets 
include both contracts of sale for later 
delivery and contracts to sell and 
deliver. The former transfers rights of 
ownership in the specified goods and 
defers the physical delivery. The 
latter may also apply to specified 
items, but it defers both the transfer 
of ownership and delivery. The differ- 
ence between them is important in the 
law, where it is often necessary to 
determine the location of title at a 
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particular time. But this difference has 
little economic significance, as both 
establish the buyer's claim to owner- 
ship and physical control at the date 
of settlement. 

Sellers may enter into either of these 
types of transaction with respect to 
goods they expect to produce or 
acquire as well as those they already 
possess. Contracts either of sale or to 
sell thus are made for animals before 
they are grown, canning crops before 
they are planted, and fruit before it 
has ripened on the trees. Likewise the 
sale of milk is contracted for extended 
periods into the future, and broilers 
are produced under contracts covering 
the financing of equipment, advance 
of chicks, feeds, and other supplies, as 
well as sale of the product before the 
enterprise is started. 

Contracts need not refer to particu- 
lar items or lots of goods. Many trans- 
actions are made through contracts 
that simply stipulate sale and delivery 
of certain quantities that meet stated 
specifications as to quality, location, 
or other terms. In that case the goods 
are said to be fungible; that is, the 
tender of any equivalent lot satisfies 
the terms of the transaction. Such 
transactions are common in business 
dealings relating to all staple agri- 
cultural products. An example is the 
sale by an elevator of a quantity of 
grain of specified type and quality 
without regard to which lot in its bins 
it might deliver. 

All these forms of contracts and their 
many variants that occur in different 
markets involve forward selling in that 
they provide for some type of deferred 
performance.by the seller. They differ 
in the degree to which they can be 
associated with the transfer of title or 
ownership of identifiable lots of specific 
goods. 

The results are exactly like those of 
deferred payment, except that the 
claim is defined in units of commodity 
rather than in money. 

In transactions that relate to goods 
that are specifically identified, direct 
claims to ownership or liens upon those 
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items may be established. But when 
the contract is to sell and deliver items 
meeting specifications that do not 
identify any particular goods, then no 
direct claim to title is transferred. In 
that case the buyer has acquired a 
general claim against the seller for a 
consideration of value defined in com- 
modity units. This is a debt claim 
precisely like that involved in deferred 
payment except it is stated in quantity 
of commodity rather than amount of 
money. 

These commodity debt claims can 
be assigned to other parties just as are 
direct claims to titles in physical goods 
or claims to the payment of money 
debt: The buyer can sell his claim 
and the original seller might buy it 
back. In that event, the transaction 
would be settled and the claim extin- 
guished by the payment of money. 
Alternatively, the seller might buy an 
identical claim from someone else and 
transfer it to the original buyer in 
exchange for the claim outstanding 
against him. That would constitute 
settlement by offset, probably the most 
frequent method in actual practice. 

It follows, then, that a person does 
not need to own, or expect to acquire 
by producing or purchasing, actual 
stocks of goods in order to be a seller 
in such a transaction. On the contrary, 
he may enter into such a contract to 
sell in the expectation of settling solely 
for money, either by repurchasing the 
claim outstanding against him or buy- 
ing an equivalent claim in the open 
market and tendering it as an offset. 
The amount of money required to 
settle the obligation will depend on 
the price of the commodity at the time. 

The meaning of a wide variety of 
present-day market arrangements be- 
comes apparent when they are con- 
sidered in relation to the kinds of 
transactions and claims that have been 
reviewed. Contracts enable persons 
remotely situated from each other, or 
from the physical commodities with 
which they are concerned, to deal in 
transfers of ownership. To do this it is 
necessary that buyers and sellers have 
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contact or access to each other, know 
of all available bids and offers, and 
have the fullest possible information 
regarding conditions in or affecting 
the market. Then they must be able to 
prepare forms of contract suitable to 
their particular transactions and in 
them define their obligations and 
rights in terms that are least likely to 
be misunderstood. Suitable means of 
certifying performance must be avail- 
able, especially when the transaction 
calls for delivery or other performance 
at a point quite remote from either 
party. 

A great variety of specialized enter- 
prises have been established to serve 
buyers and sellers on every conceivable 
aspect of their transactions, including 
performance and payment. Market 
participants have organized to provide 
places and facilities for trading, for 
voluntary regulation of business prac- 
tices or arbitration of disputes among 
their membership, and for various 
other purposes of mutual benefit. 
Effective use of modern systems of 
communications have made the mar- 
kets accessible to buyers and sellers 
throughout the world. Custom has 
evolved standard forms of contracts as 
well as business practices. 

Both voluntary association and Gov- 
ernment action have contributed to 
the establishment of grading standards 
whereby the contract obligations with 
respect to performance can be stated 
more definitively than would other- 
wise be possible. Reliable services of 
sampling and inspection have been 
made available, thereby greatly facili- 
tating the necessary certification of 
performance under forward sales con- 
tracts. The Government also has ex- 
tended the development of information 
pertinent to marketing far beyond the 
scale and level of reliability that con- 
ceivably could have been feasible 
through organized voluntary action. 
Public regulation likewise supplements 
self-regulation in many respects. 

All of these arrangements are costly 
and—with the chief exceptions of pub- 
lic regulation, reporting, and informa- 
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tion services—the cost is nearly all 
borne by the transactions. But alto- 
gether they are economical in that for 
any one trader the alternative of ob- 
taining access to the same buyers or 
sellers and negotiating direct trans- 
actions would be so costly as to force 
him to restrict his dealings to a much 
smaller market. The service makes it 
possible to realize the economic bene- 
fits of regional, national, or world 
markets. 

WHEN THE DEVELOPMENT of econom- 
ical arrangements to facilitate buying 
and selling has progressed to a point 
of reasonable adequacy in a significant 
market center for staple commodities 
of wide trade interest, there may arise 
the kind of forward selling character- 
ized as the sale of debt claims stated 
in units of commodity. 

As forward contracting expands in 
volume, larger numbers of contracts 
are resold and there tend to be more 
settlements by offset. With a reason- 
ably continuous market established for 
representative contracts, it becomes 
feasible for buyers and sellers in sur- 
rounding areas, perhaps quite isolated, 
to enter into such transactions, since 
the prices at which contracts sell on 
the central market provide a basis for 
cash settlement. 

This kind of trading activity seems 
to become established in periods when 
contracting expands to relatively large 
volume. One situation in which such 
expansion occurs is during war, when 
countries seek contracts to cover their 
anticipated military and civilian re- 
quirements through both public and 
private agencies. 

The Chicago Board of Trade in 1865 
adopted rules covering such forward 
contracting activity by its membership. 
Since then have developed the elabo- 
rate facilities, rules, and business ar- 
rangements that exist now for futures 
trading in agricultural commodities on 
a number of organized exchanges. 

In current usage the term "futures" 
has become restricted to contract 
claims to performance established in 
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transactions on organized exchanges. 
In the earlier meaning, however, a 

future was any claim to a debt defined 
in commodity terms, but not estab- 
lishing rights with respect to particular 
items. At present there seems to be no 
term that can be safely used to desig- 
nate such claims in private or unorgan- 
ized trading, although their aggregate 
volume must be great. 

As now carried on, futures trading 
represents the evolution of market in- 
stitutions to the most advanced stage 
of refinement and development so far 
attained. It is dependent on all the 
facilities, services, and voluntary regu- 
lation provided by the exchanges for 
other kinds of trading. It also employs 
special facilities and is governed by 
additional exchange rules and public 
supervision. Each transaction implies 
adherence to the rules of the ex- 
change. The rules fix the form of con- 
tract, including its specific provisions. 
Only the quantity and price are left 
open for determination in individual 
transactions. 

ONE OF THE ARRANGEMENTS that 
characterize futures trading is the 
modern clearing association, a subsid- 
iary of the commodity exchange. 

Typical clearing association opera- 
tions provide an efficient method of 
settling both the obligations to deliver 
and the money accounts of its mem- 
bers. This involves setting against each 
other, or "clearing," the offsetting 
purchase contracts and sales contracts 
of each member, so that only balances 
remain to be fulfilled through actual 
delivery and payment. 

The clearing association is a major 
feature of the overall system by which 
the safety or security of contracts is 
assured—each trader, whether buyer 
or seller, is secured against any chance 
of loss through default by an opposite 
party. Futures contracts provide for 
deferred payment as well as deferred 
sale and delivery. Clearly the property 
acquired by each party depends upon 
the assurance that the other can and 
will pay his debt when due. Hence the 
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reliability or credit position of the 
seller is just as important to the buyer 
of a commodity debt as is the credit 
position of the buyer to the seller who 
holds the money debt. 

In actual trading under modern 
exchange rules, the clearing associa- 
tion is substituted for the buyer in the 
contract to the seller and for the seller 
in thé contract to the buyer. Hence 
the reciprocal commodity and money 
debt claims are in fact issued by the 
clearing association, which is responsi- 
ble for the settlement of the claims 
acquired by each party. The claim 
acquired by each is in effect retained 
as collateral and can be resold if he 
does not settle his account with the 
clearing association. Additional col- 
lateral is provided in the system of 
margin requirements throughout the 
system. Finally, a further security is 
provided by all the requirements for 
membership in the clearing association 
and exchange. From such a point of 
view, those organized arrangements, 
taken as a whole, constitute an 
elaborate credit system providing se- 
curity comparable to the banking 
system. 

WHY ARE PEOPE interested in ex- 
changing commodity debts for money 
debts, and vice versa? What bearing 
does such training have on the organi- 
zation of production in terms of 
transfers of real resources? 

As in all purely financial exchanges, 
the direct gains of one party are losses 
to another. Hence, if there is to be a 
social gain, the transactions must 
have some bearing upon the organiza- 
tion of production. The same state- 
ment can be made with respect to 
transactions in money debt—only if 
they serve some purpose in the 
organization of production can they 
yield a benefit to society. 

Interpretation and explanation of 
the purposes served by debt trans- 
actions in the overall operation of an 
economy are not simple. Probably it 
is safe to say that most people accept 
transactions in money debt as having 

321 

importance to business and hence to 
general welfare. Certainly bankers are 
not generally condemned for "selling 
something they do not have" when 
they make a loan to a client in the 
form of an increase in his deposit 
as shown by the bank's books, but 
for which the bank has no correspond- 
ing money in its vaults. But this is 
exactly what was said at the time 
banking began, and, with a reasonable 
modernization of the language, some 
of the public discussion then could be 
easily attributed to very recent times 
if only "futures trading" were sub- 
stituted for "banking." Regardless 
of the acceptance of money debt, 
however, it is an abstract subject not 
at all well understood. Commodity 
debt or futures trading may be not 
far from the position of banking when 
that important business was estab- 
lishing itself. 

Attempts to explain the economic 
significance of futures trading usually 
run in terms of hedging and specula- 
tion. Such explanations ordinarily 
are based upon a concept of risk of 
price change in the ownership of any 
commodity—a risk which is propor- 
tionate to the variability of price for 
the commodity and the quantity 
owned. Speculation is conceived to 
be a function of specialized risk 
bearing. On the basis of these con- 
cepts, both of extremely dubious 
validity in the light of present eco- 
nomic knowledge, hedging is explained 
as an activity whereby owners of 
commodities shift their market risks 
to speculators by offsetting their 
commodity positions through corre- 
sponding futures transactions. Hence, 
futures trading is said to provide a 
form of price insurance through hedg- 
ing and therefore a reduction in the 
costs of commodity business. This, 
of course, is an overcondensed and 
oversimplified statement of the case, 
but it indicates the essential idea. 

In one special case a substantially 
correct, though incomplete, explana- 
tion can be developed in such terms— 
the case of the creditor's risk that his 
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loan to a commodity business will 
not be repaid. When a bank lends 
money to a business, it is always 
concerned about the amount of the 
equity capital in the business as com- 
pared with the amount of its borrow- 
ings. Especially when the assets are 
concentrated mostly in holdings of one 
commodity, a prudent bank manager 
will not extend loans to a point where 
a variation in price might wipe out 
the owner's equity. But when the 
balance sheet of the business is altered 
by exchanging commodity debt claims 
for money debt claims, as it would be 
through offsetting or "hedging" sales 
in the futures market, the risk of 
the bank is correspondingly reduced. 
Hence money could be safely lent for 
expansion of the business beyond the 
point that otherwise would be possible 
without the owner obtaining more 
capital of his own. 

In the illustration—an example of a 
conventional hedging and bank credit 
relationship—the business acquires ad- 
ditional capital with which it increases 
its holdings of the commodity further 
than it could by simply borrowing 
from the bank against its inventories as 
collateral. That is accomplished in- 
directly through a pattern of transac- 
tions in which, on the surface, the bank 
appears to have financed the increased 
purchases of commodity. But it has 
done so only because of the security 
afforded by the claim to a money debt 
obtained in exchange for the com- 
modity debt sold in the futures market. 
Hence, although the bank is an im- 
portant financial intermediary, it does 
not supply the new credit with which 
the business is expanded. Instead, the 
buyer in the futures market emerges 
as the investor who pledges part of his 
credit in the form of his debt to pay 
money in the future transaction. He 
obtains in return a claim to a debt of 
the business, which is like that he 
would have if he lent the commodity 
directly. So the net asset and liability 
effects are equivalent to what they 
would have been if the buyer in the 
futures market had purchased the com- 
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modity itself on credit and then lent it 
to the business. 

Examined in this way, the whole 
situation comes to look very much like 
that in which broilers, for example, are 
produced on contract. Of course there 
are many variations of detail in prac- 
tice, but in a typical case the "pro- 
ducer" owns or leases his land and 
supplies labor. Someone else, perhaps 
a feed company, may advance him 
baby chicks, feed, medicines, equip- 
ment, or even credit for the construc- 
tion of suitable buildings. All the ad- 
vances represent credit extended to the 
grower, against which he contracts to 
turn over the finished product to the 
lending agent for sale. From the pro- 
ceeds of sale, deductions are made for 
repayment of the grower's debt, and 
the remainder is paid over to him. 

Under such a contractual arrange- 
ment, it is clear that the credit ad- 
vances constitute a main source of 
capital for the enterprise. If the goods 
advanced are charged at firm money 
prices, and if no firm price for the 
finished broilers is fixed in the con- 
tract, then the situation is simply one 
of the extension of money credit. The 
grower must repay a money debt out 
of his returns, which will depend upon 
the price when the product is sold. 

But the contract may fix a minimum 
price which the company guarantees 
in advance for the product. To the 
degree that it does assure a firm price 
to the producer, the company is in 
effect a partner in the enterprise and 
its returns become dependent on the 
behavior of the market. 

That is also substantially equivalent 
to another arrangement quite common 
in agriculture, the share contract, 
under which capital inputs are ad- 
vanced, not at fixed money prices, but 
for a claim to some stipulated share of 
the product regardless of its price. 

It should be possible to discern the 
real significance of future trading as it 
relates to a situation such as has been 
reviewed. It is an integral part of the 
larger system of credit through which 
business is financed. Not directly, but 
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indirectly through a pattern of related 
transactions, buyers in the futures 
market invest part of their credit in 
financing the capital requirements of 
business in commodities. It is a con- 
tribution of equity capital similar to 
that which would be made by a part- 
ner buying a share in the business, not 
loan capital such as would be provided 
by a bank. Put somewhat differently, 
through the combined transactions the 
total business enterprise is divided and 
part taken over by a new enterpriser, 
the buyer in the futures market. About 
the same thing occurs when a firm de- 
cides to sell its plant and lease it back, 
thereby bringing in a new enterpriser 
as owner of the plant and releasing 
part of its own funds for some other 
purpose. 

The situation illustrates one aspect 
of the bearing that futures trading may 
have upon the capital organization of 
a business. Even this has not been de- 
veloped far enough to reveal the full 
enterprise position of the buyer who 
invests in futures. Neither does it bring 
out the relationship of futures trading 
to the determination of prices and 
direction of resource use. 

IT MAY BE APPROPRIATE in conclu- 
sion to recognize some of the difficul- 
ties and imperfections to be found in 
organized futures trading. 

Relatively few of them, on the 
whole, have to do with the facilities 
or machinery for executing futures 
transactions, almost all of which have 
been developed to a high level of 
effectiveness. 

Probably the most important diffi- 
culties in futures trading relate to 
conditions in the market as a whole. 

It has been suggested that futures 
transactions are best interpreted as 
creating a structure of debt claims. 
The claims are defined in relation to 
commodity specifications in a desig- 
nated market center or centers taken 
as a representative base. If the system 
of commodity credit is to function at 
all satisfactorily, it is imperative that 
the value of the debt claim shall al- 
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ways be in line with the competitive 
price of the physical commodity. 

The purpose of delivery features is 
to accomplish that by maintaining a 
kind of convertibility, whereby any 
seller can deliver and any buyer can 
demand delivery if prices diverge so 
that it is to their advantage to do so. 
But whenever the volume of debt 
transactions becomes too large in rela- 
tion to the deliverable supplies, then 
the volume of deliveries demanded at 
times may be so great as to cause 
undue disturbance of prices. 

Similarly, concentration of business 
within the sector in the hands of a 
few firms may create a situation in 
which one or more large operators 
may be in a position to profit by 
releasing or withholding supplies in 
anticipation of the manipulative ef- 
fects they can have upon delivery or 
convertibility. Moreover, a variety of 
imperfections and frictions may differ- 
entiate or isolate the sector to a degree 
that will significantly reduce the pre- 
cision of price adjustment. Many vari- 
ants of these conditions may arise and 
contribute to arbitrary or manipula- 
tive deviations in the price of futures 
or the price of spots. To whatever 
degree this occurs, the integrity of the 
unit is destroyed, and the structure of 
commodity debt is correspondingly 
disrupted. The overall effect is like 
that of comparable fluctuations in the 
value of a currency upon dealings in 
money debt. {Harold B. Rowe.) 

The 
Futures 
Markets 

The futures markets, conducted by 
such commodity exchanges as the 
Chicago Board of Trade and the New 
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York Cotton Exchange, stand at the 
center of the marketing system for a 
number of farm commodities. 

Maintaining fair play and honest 
dealing in futures trading—the major 
purpose of Federal regulation under 
the Commodity Exchange Act—is of 
vital importance in maintaining equity 
in the pricing and marketing of farm 
products on all commodity exchanges 
and on all markets. 

Farmers are directly interested in the 
futures markets because futures prices 
are used as base prices in the buying 
and selling of cash or spot commodities, 
such as cash wheat  or spot cotton. 

Futures prices influence cash prices— 
whether the buying and selling of the 
cash commodity takes place on the 
floor of the Chicago Board of Trade, 
whether it centers around thirty-odd 
commodity exchanges that are not 
futures markets, or whether it takes 
place at hundreds of local markets 
where farm crops are sold. 

In cotton, for example, only a few 
spot sales are made on the New York 
Cotton Exchange, but the trade in 
contracts for future delivery is so large 
and continuous that New York futures 
prices are used as a base in pricing 
spot cotton on all the leading spot 
markets, such as Houston, Dallas, and 
Memphis. Local cotton buyers at hun- 
dreds of country points get the day's 
opening price on the New York or the 
New Orleans futures markets before 
they begin buying cotton from farmers 
that day. 

The vital relationship between fu- 
tures prices and farm prices, between 
futures trading and farm marketing, 
was recognized by the Congress more 
than 30 years ago. Basic portions 
of the present Commodity Exchange 
Act were laid down in the Grain 
Futures Act of 1922. More than 200 
bills were introduced in the Congress 
between 1884 and 1922 to regulate 
in some degree or prohibit entirely 
futures trading in farm commodities. 
The urge for regulation came primarily 
from farmers and farm organizations, 
although recurring corners and price 
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manipulation had caused the public 
generally to look upon the futures 
markets as a means of gambling on the 
rise and fall of prices rather than as an 
aid to marketing. 

MANY CENTURIES of history are back 
of the exchange system of trading 
in commodities. The first step in the 
direction of organized markets ap- 
peared when members of a primitive 
society assembled for the exchange of 
gifts or goods. Some of the earliest 
written records show the existence of 
market places. Even today the prime 
function of commodity exchanges is 
to provide a place where buyers and 
sellers may meet and trade. 

Trading in organized markets existed 
in China as early as 1200 B. C. Even 
earlier there were markets in India, 
Arabia, and Egypt with some of the 
characteristics of exchange trading. 
More definite outlines appear in the 
early European exchanges, such as those 
at Bruges, Antwerp, and Amsterdam. 

Almost from the beginning some 
form of licensing and control over 
markets was exercised by rulers, city 
governments, and market boards. 
As early as the fourth century B. C, 
the city-state of Athens supervised its 
markets to assure food supplies and 
prevent manipulation. A market law 
of rural England before the Norman 
conquest specified that certain trades 
must take place in borough towns 
ei before unlying witnesses." Some 
means of preventing cheating and 
fraud and maintaining equity in the 
market place was early recognized as 
the business of the city or state, and 
as necessary to the preservation of the 
markets. 

As we approach modern times, 
there is increasing evidence of dealings 
in time contracts. The purchase of 
goods in ships still at sea was an early 
development in commerce—a practice 
that might be considered a form of 
trading and speculation in commodi- 
ties for future delivery. A merchant, 
having purchased a cargo of goods at 
a specified price, for arrival at a later 
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date, would resell or transfer his rights 
as buyer to another buyer before the 
shipment arrived at port. The entry 
of shrewd merchants and speculators 
into this type of trade came early and 
provided a short bridge to broader 
participation in speculation by citizens 
generally. 

THE HISTORY of the Chicago Board 
of Trade, the oldest futures market in 
the United States (but not the oldest 
grain exchange) shows that a large 
volume of trading and speculation in 
time contracts came before the adop- 
tion of exchange rules for futures trad- 
ing and the development of hedging 
as a common commercial practice. 

The Chicago Board of Trade was 
organized in 1848 to accommodate 
a rapidly expanding cash grain trade. 
Early instances of time contracts were 
greatly accelerated in the period of 
rising prices, speculation, and infla- 
tion during the Crimean War (1854- 
1856). At times during the war specu- 
lation in time contracts was heavy and 
almost continuous. In August 1856, 
for instance, a single lot of 15,000 
bushels of corn in 2 days passed 
through 14 hands, and in those trans- 
fers settled contracts for some 200,000 
bushels—time contracts were the sub- 
ject of speculation then in about the 
same sense that we now have so-called 
organized speculation in futures. 

This suggests that futures trading as 
such was not invented, as is often said, 
to provide merchants and dealers in 
commodities with hedging facilities as 
a protection against ownership risks. 
It developed rather because of the 
need to find a more convenient and 
orderly mechanism for speculating in 
commodities than the time contract 
afforded. 

The pattern of rising prices and ac- 
celerated speculation in time contracts 
in Chicago during the Crimean War 
was reenacted on a larger scale during 
the Civil War years. The trading 
volume and membership of the Chi- 
cago Board of Trade greatly increased. 
Exchange   officials   and   conservative 
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merchants frowned on the excessive 
wartime speculation in futures, and 
"hoped that with the return of peace," 
as the exchange secretary wrote, "this 
fever of speculation will abate, and 
trade will be conducted on a more 
thoroughly legitimate basis." 

The fact was that futures contracts 
had already become so important to 
members, and the need for some equi- 
table method of settling disputes over 
contracts so urgent, that the exchange 
was compelled to act. In a special 
meeting on October 13, 1865, written 
rules were adopted governing margin 
payments and other practices, thereby 
for the first time recognizing futures 
trading as a commercial practice. 

ACCELERATED SPECULATION in time 
contracts, which in the Civil War 
period transformed the Chicago grain 
trade into a dominant futures market, 
also manifested itself in the Liverpool 
cotton trade during the same period. 

"Before the American war," Thomas 
Ellison wrote in 1886 in his study of 
the British cotton trade, "only a very 
trifling business was done in cotton 
to arrive, the operations of speculators 
being confined mainly to transactions 
on the spot. During the war, however, 
but especially towards its close, the 
arrival business became very impor- 
tant; while, owing to the extra facilities 
afforded to operators, it has of late 
years almost entirely superseded specu- 
lative transactions in cotton on the spot." 

The accelerated wartime speculation 
in arrival contracts was a decisive fac- 
tor in causing the conservative Cotton 
Brokers Association of Liverpool to 
adopt written rules for the first time 
(1863) and recognize futures trading. 

Conservative British cotton brokers 
and merchants did not accept the 
development of cotton futures trading 
during the 1860's and i8yo's without 
strenuous resistance. 

"They ignored the fact that a very 
objectionable style of speculative busi- 
ness had forced itself into the market," 
Ellison wrote, "and that it would be 
to the interest of sober trade to have 
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this class of business put under some 
sort of control. They objected to 
periodical settlements in cotton as a 
species of commercial heresy. . . . 
The legitimate merchants and spinners 
of Lancashire were at present only 
harassed occasionally by the gam- 
bling operations of the 'bulls' and 
'bears'; but with a system of periodical 
settlements they would have the mar- 
ket 'cornered' or 'squeezed' every 
month or every fortnight; so they 
elected rather to bear the ills they had 
than fly to those they knew not of" 

Yet in time the Liverpool trade came 
to the same basic conclusion reached 
earlier in Chicago; namely, that the 
speculative trade in futures had be- 
come so extensive that the "legitimate" 
trade should recognize it, and attempt 
to control it, rather than fight it. 

It had become fairly common in the 
i88o5s and 1890's for merchants and 
processors to use the grain and cotton 
futures markets for the nonspeculative 
type of trading known as "hedging," 
that is, to seek protection on inven- 
tories and requirements in actual 
commodities by making offsetting 
sales and purchases in futures. 

Yet the speculative interest in futures 
trading continued to be so much larger 
and more obvious that the terms 
"speculative markets" and "specula- 
tive exchanges" were applied to the 
futures markets to distinguish them 
from the cash or spot commodity 
markets. This practice continued until 
about the time of the First World War, 
both in common parlance and in 
economic writings. Even today the 
statistical yearbooks of the Chicago 
Board of Trade, in referring to their 
price tables for wheat, corn, oats, et 
cetera, retain the language of the early 
period: "Daily current prices for the 
leading speculative articles, at Chi- 
cago." 

UNDER THE COMMODITY EXCHANGE 

ACT, the operation of futures markets 
in the commodities covered and the 
dealings in futures by futures commis- 
sion merchants and floor brokers are 
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privileges that may be exercised only 
on the basis of Federal licensing and 
registration. 

That means that it is unlawful in the 
United States to conduct a futures 
market in regulated commodities ex- 
cept on an exchange that has applied 
for and obtained "designation" under 
the act as a "contract market." The 
Chicago Board of Trade, the New 
York Cotton Exchange, and 15 other 
futures exchanges are designated as 
federally licensed markets. 

The nature of commodity exchanges 
is such that most of those who trade 
must do so through brokers and must 
necessarily place a high degree of trust 
and confidence in brokers. The Com- 
modity Exchange Act requires the 
annual registration of all brokerage 
firms and individuals engaged as 
futures commission merchants (those 
who solicit or accept the buying and 
selling orders of commodity customers), 
and all floor brokers executing orders 
for others on the floor of an exchange. 

Registrations in 1953 covered the 
offices of about 1,800 futures com- 
mission merchants and agents and 
about 800 floor brokers. 

The annual registration and related 
compliance work of the Commodity 
Exchange Authority has a considerable 
preventive effect in holding down 
unfair and wrongful brokerage prac- 
tices. It enables a small regulatory 
personnel to maintain contact with 
the hundreds of brokers and agents 
through whom the buying and selling 
orders of thousands of "outside cus- 
tomers" reach the markets. It enables 
the Government to discipline the 
small but persistent number of regis- 
tered brokers who willfully violate the 
act and to prosecute unregistered 
operators caught swindling the public. 

Maintaining equity in commodity 
brokerage practices is concerned with 
the manner in which brokers execute 
the orders of customers and also with 
the financial practices of brokers in 
handling and accounting for custom- 
ers' funds. 

The Commodity Exchange Act re- 
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quires all futures commission mer- 
chants to segregate and separately 
account for the funds of their custom- 
ers—the use of one customer's funds 
to finance other customers' transac- 
tions or those of the brokerage house 
is prohibited. Periodic audits are 
made to enforce the requirements. 

Approximately one-third of the lan- 
guage of the act deals with the designa- 
tion requirements of contract markets. 
The enforcement of the requirements 
is an active and continuing phase of 
Federal regulation. It seldom involves 
spectacular measures. Seldom has it 
been necessary to take formal measures 
to require a contract market to adopt 
United States standards in commodity 
grading (as required by the act), to 
maintain post-trading periods for de- 
liveries on futures contracts (to prevent 
squeezes), to furnish copies of exchange 
records or minutes of committee or 
board meetings (particularly in refer- 
ence to price decisions and defaults on 
futures contracts), or formally to re- 
mind an exchange of its responsibility 
as a designated contract market to take 
effective measures against price manip- 
ulation and corners. 

The act grants power to suspend the 
designation of a contract market, but 
only once in 30 years has a suspension 
been formally ordered. The purpose 
on that occasion (in 1932) was not to 
close the market concerned (the Chi- 
cago Board of Trade), but to compel 
the exchange to recede from its refusal 
to grant full membership and clearing 
privileges to the federally sponsored 
Grain Stabilization Corporation, which 
wai set up on a cooperative basis to 
support grain prices. The Corporation 
was making large purchases in the 
wheat futures market, and clearing 
privileges were needed for economical 
operation. The exchange appealed to 
the courts, but receded from its posi- 
tion on the cooperative issue before the 
litigation was completed. No contract 
market since then has seriously con- 
tested the right of farmers' cooperatives 
to membership on an exchange on 
equal terms with others. 
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The high degree of standardization 
in futures contracts, the heavy concen- 
tration of trading on a single floor, the 
rapid-fire execution of the buying and 
selling orders, and the continuous 
stream of price quotations—these serv- 
ices of a modern futures market are 
made possible only by an intricate 
network of bylaws, rules, regulations, 
and resolutions, constantly subject to 
change. The market designation work 
of the Commodity Exchange Authority 
consists largely of careful and laborious 
examination of the official actions of 
exchanges, and continuous contacts 
with market officials to determine 
compliance with the requirements of 
the act. 

The significance of the work may be 
illustrated by reference to a single 
phase of futures-market activity, that 
pertaining to deliveries on futures 
contracts. In practice, deliveries on 
futures contracts are usually not good 
business for either speculators or 
hedgers and rarely bulk large in a 
smooth-running futures market. Yet 
the maintenance of sound delivery 
practices and adequate delivery facili- 
ties, whereby delivery rights may 
readily be converted to actual com- 
modities, is the vital factor that ties 
cash and futures together. The prices 
resulting from futures transactions 
otherwise would have no solid connec- 
tion with the actual commodity. In- 
adequate or unworkable delivery sys- 
tems invite arbitrary price settlements, 
defaults on futures contracts, and ma- 
nipulative activities that churn and 
distort futures prices and drive away 
hedgers. 

A consideration of those problems 
helps to explain why the Commodity 
Exchange Authority keeps watch on 
the grades of commodities deliverable, 
delivery facilities, and exchange-desig- 
nated points of delivery—why the 
Authority compiles and publishes 
grain stocks in federally licensed ware- 
houses in Chicago, why a copy of each 
delivery notice issued by a short in a 
contract market must be furnished to 
the Authority, and why detailed and 
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current information is required on the 
storage capacity, storage charges, and 
fire-insurance rates, of the individual 
warehouses employed in the delivery 
of commodities in satisfaction of 
futures contracts. 

THE TREND in development of the 
futures market over the years has con- 
tributed to increase the need for 
market designation work. Not that the 
number of commodity exchanges has 
increased appreciably; the number of 
commodities traded in for future de- 
livery on existing exchanges has in- 
creased significantly. The Chicago 
Board of Trade, for example, has been 
a designated grain futures market 
since 1922, but has conducted futures 
trading in soybean oil only since 1950, 
and in soybean meal and grain sor- 
ghums only since 1951. 

Of the commodities now under the 
act, only 10 had any considerable 
volume of futures trading 30 years ago, 
namely, wheat, corn, oats, barley, rye, 
cotton, cottonseed oil, lard, butter and 
eggs. Today there are nearly twice that 
number. Some of the commodities in 
which futures trading has been started 
or has had strong growth during this 
period are soybeans, soybean oil and 
meal, cottonseed meal, wool tops, 
eggs, and potatoes. 

Wartime conditions and interna- 
tional trade barriers and currency re- 
strictions closed most of the futures 
markets in the Old World and con- 
tributed to restrict the services of 
American futures markets in interna- 
tional trade, particularly in grains and 
cotton. Yet there has been a sound 
development of futures trading in this 
country, particularly in the produce 
commodities, fats and oils, and feed- 
stuffs. 

Obviously, the maintenance of serv- 
ices and facilities in long-established 
markets may require as much atten- 
tion as those of more recent develop- 
ment. In general, however, a larger 
number of new trading practices, and 
a larger number of new problems, 
arise in the latter. Furthermore, when 
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a smaller futures market, or trade 
market, begins to attract substantial 
public participation and greater pric- 
ing importance, its problems are likely 
to increase. This has happened in soy- 
beans, eggs, potatoes, and wool tops. 

It is hardly surprising that futures 
markets should experience growing 
pains in their formative stage and that 
regulatory problems in newer markets 
should be particularly difficult when 
wartime conditions, inflationary forces, 
and changing supply and demand situ- 
ations have disturbed all markets. 
What is more surprising is that some 
of the more recently developed markets 
have been able to resist the recurrent 
tides of speculation and manipulative 
activity. Undoubtedly the newer mar- 
kets have gained much from the expe- 
rience of the older ones and have bene- 
fited from Federal regulation. 

To MAINTAIN EQUITY on commodity 
exchanges, persons responsible for reg- 
ulation must know what is going on in 
the markets. 

How is it possible for a small Federal 
agency such as the Commodity Ex- 
change Authority to keep track of 
traders and trading on futures markets 
where the trading volume in terms of 
contract units is more than 8 million 
transactions a year, and the dollar 
value of the transactions ranges from 
30 billion to 50 billion dollars a year? 

Such a task would scarcely be pos- 
sible had not the framers of the act 
clearly granted, and the courts sus- 
tained, regulatory power to examine 
at any time the books and records of 
contract market members, and the 
operations of traders. 

From 1923 onward, daily record- 
keeping and reporting requirements 
have been in force, first in grain and 
later in cotton and other commodities 
brought under the act. The main ele- 
ments of this reporting system are the 
daily reports from several hundred 
members of exchange clearinghouses 
(somewhat similar to bank clearing- 
houses) and daily reports from 400 to 
500 large traders. From the reports of 
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exchange clearing members, showing 
the transactions and commitments of 
their customers and house accounts, 
the Commodity Exchange Authority 
compiles and releases daily data on the 
volume of trading and open contracts 
in the markets. The daily reports from 
large traders provide essential informa- 
tion on speculative and hedging trans- 
actions in the upper levels of market 
activity. 

One reason advanced in the early 
period of regulation in opposition to 
the reporting requirements was that 
such reports would result in the dis- 
closure of business secrets and weaken 
the legitimate competitive positions 
of brokers and traders. The original 
legislation, however, specifically pro- 
hibited disclosure of the identities of 
traders or other information reported 
in confidence, and from the very first 
the Grain Futures Administration 
(now the Commodity Exchange Au- 
thority) observed the requirements so 
carefully that no legitimate grounds 
for complaint arose. 

A factor of concern in the early 
period of regulation was that Govern- 
ment inspection and the publication 
of data showing the large volume of 
trading in futures and the extent of 
speculative short selling would antag- 
onize farmers. The number of farmers 
who believed that the volume of 
futures trading in wheat and corn far 
exceeded the size of the actual crops 
(as indeed it did) was greater than 
the number who understood why. In 
the absence of specific knowledge on 
the character and volume of futures 
trading, exaggerated guesses as to the 
size of the trading, and the cost of the 
futures system to agriculture, gained 
wide acceptance. 

Today, and for many years past, 
volume-of-trading figures showing fu- 
tures transactions more voluminous 
than cash transactions are published 
every day. Letting the public see the 
figures on futures trading has brought 
understanding rather than hostility 
toward the work of the exchanges. 

On two occasions the reporting re- 
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quirements for large traders were sus- 
pended—from February 26, 1927, to 
October 31, 1927, and from October 
24, 1932, to July 20, 1933. Both times 
the reporting requirements were sus- 
pended during periods of low farm 
prices to test the validity of persistent 
claims by trade interests that reporting 
requirements were keeping specula- 
tive buyers out of the markets. The 
opposite proved to be the case. In 1927 
and 1932, wheat futures prices, fol- 
lowing the suspension of reporting 
requirements, went down instead of 
up, and in November 1932 fell to 
the lowest level in the history of the 
markets. In both instances large spec- 
ulators were heavily net short before 
the suspension. Additional short selling 
after the suspension further increased 
profits of professional speculators net 
short and contributed to the decline 
in prices reflected to farmers. Available 
records for the depression years show 
that large speculators were heavily 
net short most of the time, and that 
the major portion of the new buying 
in wheat futures came from the smaller 
speculators. 

The regulatory task of enforcing the 
recordkeeping and reporting require- 
ments under the act is likely to con- 
tinue without becoming much larger 
or much smaller. The principles and 
objectives involved in this phase of 
market regulation have been accepted. 
Responsible elements of the trade have 
come to recognize that much of the 
public goodwill which the exchanges 
today enjoy stems from the routine 
publication of market data. 

The licensing of markets and publi- 
cation of market information would 
win little respect, however, if the major 
threat to competition in the market 
were not effectively dealt with. Monop- 
olistic forces must be challenged in 
specific situations. The acid test of 
futures market regulation is the pre- 
vention or suppression of price ma- 
nipulation, including manipulation in 
the extreme form known as the 
market corner. In plain terms, the 
job of regulation is to  uncover , the 
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operations of the manipulator, mar- 
shall the evidence against him, charge 
him publicly as provided by law, and 
put him out of the market. 

The record in this phase of enforce- 
ment is found in a long series of ad- 
ministrative proceedings and Federal 
court decisions, going back to the 
twenties. Not all the decisions sustained 
the Government, particularly during 
the early period, but over the years 
judicial opinion and Federal court 
decisions have weighed increasingly 
against price manipulation and cor- 
nering. 

Keeping open the channels qf mar- 
ket competition by suppressing price 
manipulation is not all a story of 
litigation, however. Behind it is a 
change in public opinion. The act of 
1922 merely marked a turning point 
in the gradual change. From the 
changed public attitude toward mar- 
ket privileges and market responsi- 
bilities came the congressional amend- 
ments of 1936, which authorized 
criminal prosecution of price manipu- 
lators and cornerers, and the further 
authorization to put specific "specula- 
tive limits" on large-scale operations 
which may rock price structure— 
whether or not there is "intent" to 
manipulate. 

As the opportunities for manipula- 
tion by the individual speculator and 
market leader have narrowed, ma- 
nipulative attempts by groups of specu- 
lators and large corporations have 
come increasingly into view, and 
present more complex enforcement 
problems. 

In the group manipulative activity, 
the size and timing of the operations 
of no one member of the group may 
give evidence of manipulation, but 
the concerted activity of the several 
members may move the price in the 
desired direction. In some instances 
officials of commodity merchandising 
firms have attempted to add manipula- 
tive profits to merchandising profits 
by accumulating large long positions 
in expiring futures in order to run up 
the price and "squeeze"  the shorts. 
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In other instances large firms have 
attempted to maneuver cash com- 
modity stocks and short futures posi- 
tions in such a way as to depress the 
price of the near future in relation to 
a distant month—so that cash com- 
modities bought on a depressed mar- 
ket may be carried forward or de- 
livered in the futures market at a 
relatively assured profit. Such activities 
indicate why the Commodity Ex- 
change Authority must be continu- 
ously on guard against price manip- 
ulation in the futures markets. 

What are the standards required 
for the maintenance of equity and 
integrity on commodity exchanges? 

Most of the Federal requirements for 
the maintenance of equity on com- 
modity exchanges, as provided under 
the Commodity Exchange Act, may 
be indicated as follows : 

Federal licensing of futures markets 
and the registration of commodity 
brokers; 

Maintenance of trading records, and 
required reports by brokers and traders ; 

Prevention of price manipulation 
and corners; 

Prevention of dissemination of false 
and misleading crop or market infor- 
mation to influence prices; 

Restraints to curb heavy speculation 
by large traders; 

Recognition of rights of cooperative 
associations to membership privileges 
on commodity exchanges; 

Recognition and safeguarding of the 
hedging services of the markets; 

Protection of the trading public 
against cheating and fraud in com- 
modity brokerage transactions; 

Trust-fund treatment of margin 
moneys and equities of hedgers and 
other traders to prevent the misuse of 
such funds by brokers; 

Prevention of wrongful floor trading 
practices such as "bucketing" and 
"wash sales," which are fictitious 
transactions for the purpose of circum- 
venting the competitive market and 
quoting artificial prices. 

But responsibility for the mainte- 
nance  of equity  on  commodity ex- 
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changes does not devolve solely upon 
the Federal Government. A great part 
of the field of trading supervision rests 
with the exchanges. The Commodity 
Exchange Act leaves the exchanges 
virtually undisturbed in their powers 
to admit members and select officers, 
to discipline offenders and expel mem- 
bers, to determine delivery months 
and contract terms, to fix price-fluc- 
tuation limits, margin requirements, 
and brokerage fees and commissions, 
and to exercise many other important 
prerogatives. 

To fill a joint responsibility, one 
policy has been continued: To make 
clear and definite recommendations 
for legislation as to regulation when 
needed, and in the administration of 
existing powers to avoid broad or loose 
interpretations. In protecting the pub- 
lic interest in the markets, it is better 
to have regulation that may not prove 
wholly effective in every conceivable 
situation than to have regulation not 
based firmly on the public will and 
understanding. (J. M. Mehl.) 

How 
Marketing 
Is Financed 

A large volume of financing is re- 
quired to move more than 30 billions 
of dollars5 worth of raw farm products 
through marketing channels each year. 

Financing by banks, insurance com- 
panies, cooperative credit agencies, 
and the like is especially important in 
meeting seasonal requirements for the 
movement of many farm products and 
in supplying a moderate volume of 
long-term credit for plant expansion 
and similar purposes. 

But very likely two-thirds or more of 
the   funds   employed   by   marketing 

SSI 

agencies engaged in the processing and 
distribution of farm products is sup- 
plied by those who are themselves 
engaged in the marketing, processing, 
and distributing trades. 

The role of the purely financing 
agency is primarily one of providing 
supplementary capital, on a short or 
longer term basis, to enable the mar- 
keting agency to function more effec- 
tively or on a larger scale than other- 
wise would be possible. 

Some marketing activities for certain 
farm products are often regarded as 
"underfinanced," when actually the 
difficulty is the lack of adequate capi- 
talization by those engaged in the 
marketing activities. Men engaged in 
financing must be cautious therefore 
lest they assume the risks that properly 
belong to the owners of the marketing 
agencies. 

Several factors have strongly influ- 
enced the financing of farm marketing 
activities in recent years: The gen- 
erally higher level of prices and costs, 
the continuous necessity for the mod- 
ernization of marketing facilities, geo- 
graphical shifts in areas of production, 
and changes in consumer preferences 
as to processing, packaging, or type of 
retail outlet favored. 

The funds required to finance the 
movement of a crop when prices are 
high are substantially greater than 
those required for the movement of 
the same crop when prices are low. 
For canned fruits and vegetables the 
financial requirements for handling 
the season's pack have been increased 
because costs of the raw products have 
gone up and because cans, shipping 
containers, labor, other supplies, and 
freight also have increased. Market 
men have found it necessary or desir- 
able therefore to expand their working 
capital funds so they could obtain 
the volume of credit required to carry 
on a normal volume of business at the 
higher level of costs and prices. 

Capital expenditures by the manu- 
facturers of food and kindred products 
alone in 1951 and 1952 are estimated 
at   1,250  million  dollars.   The   total 
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changes does not devolve solely upon 
the Federal Government. A great part 
of the field of trading supervision rests 
with the exchanges. The Commodity 
Exchange Act leaves the exchanges 
virtually undisturbed in their powers 
to admit members and select officers, 
to discipline offenders and expel mem- 
bers, to determine delivery months 
and contract terms, to fix price-fluc- 
tuation limits, margin requirements, 
and brokerage fees and commissions, 
and to exercise many other important 
prerogatives. 

To fill a joint responsibility, one 
policy has been continued: To make 
clear and definite recommendations 
for legislation as to regulation when 
needed, and in the administration of 
existing powers to avoid broad or loose 
interpretations. In protecting the pub- 
lic interest in the markets, it is better 
to have regulation that may not prove 
wholly effective in every conceivable 
situation than to have regulation not 
based firmly on the public will and 
understanding. (J. M. Mehl.) 

How 
Marketing 
Is Financed 

A large volume of financing is re- 
quired to move more than 30 billions 
of dollars5 worth of raw farm products 
through marketing channels each year. 

Financing by banks, insurance com- 
panies, cooperative credit agencies, 
and the like is especially important in 
meeting seasonal requirements for the 
movement of many farm products and 
in supplying a moderate volume of 
long-term credit for plant expansion 
and similar purposes. 

But very likely two-thirds or more of 
the   funds   employed   by   marketing 
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agencies engaged in the processing and 
distribution of farm products is sup- 
plied by those who are themselves 
engaged in the marketing, processing, 
and distributing trades. 

The role of the purely financing 
agency is primarily one of providing 
supplementary capital, on a short or 
longer term basis, to enable the mar- 
keting agency to function more effec- 
tively or on a larger scale than other- 
wise would be possible. 

Some marketing activities for certain 
farm products are often regarded as 
"underfinanced," when actually the 
difficulty is the lack of adequate capi- 
talization by those engaged in the 
marketing activities. Men engaged in 
financing must be cautious therefore 
lest they assume the risks that properly 
belong to the owners of the marketing 
agencies. 

Several factors have strongly influ- 
enced the financing of farm marketing 
activities in recent years: The gen- 
erally higher level of prices and costs, 
the continuous necessity for the mod- 
ernization of marketing facilities, geo- 
graphical shifts in areas of production, 
and changes in consumer preferences 
as to processing, packaging, or type of 
retail outlet favored. 

The funds required to finance the 
movement of a crop when prices are 
high are substantially greater than 
those required for the movement of 
the same crop when prices are low. 
For canned fruits and vegetables the 
financial requirements for handling 
the season's pack have been increased 
because costs of the raw products have 
gone up and because cans, shipping 
containers, labor, other supplies, and 
freight also have increased. Market 
men have found it necessary or desir- 
able therefore to expand their working 
capital funds so they could obtain 
the volume of credit required to carry 
on a normal volume of business at the 
higher level of costs and prices. 

Capital expenditures by the manu- 
facturers of food and kindred products 
alone in 1951 and 1952 are estimated 
at   1,250  million  dollars.   The   total 
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amount of capital invested in indus- 
tries engaged in processing foods, bev- 
erages, tobacco, and textile products 
was estimated at 25 billion dollars in 
1949. That estimate, however, does not 
include the capital invested in market- 
ing agencies of a nonmanufacturing 
character, such as country elevators, 
cotton gins, assembly plants, and the 
like. Large capital expenditures are 
required to maintain existing facilities 
and services aside from the needs of 
continuing modernization. 

Plant modernization—new facilities 
to provide for growth of markets and 
to take advantage of new methods, 
techniques, or equipment—usually re- 
quires long-term financing. It may 
take the form of permanent capital 
supplied by the owners of the enter- 
prise, or it may be in the form of rea- 
sonably long-term loans supplied by 
banks, insurance companies, or other 
investors. During most of the time 
since 1945 there has been an ample 
supply of long-term investment funds 
to meet the needs for this type of fi- 
nancing. Furthermore, the prevailing 
requirements of the income-tax laws 
have encouraged the financing of ex- 
pansion and modernization through 
long-term loans and other interest- 
bearing obligations, rather than 
through the sale of common and pre- 
ferred shares, since interest paid on 
loans can be deducted from income as 
a business expense. 

Long-term loans usually range from 
3 to 15 years. The maximum maturity 
of such loans by commercial banks is 
commonly 5 to 7 years. Insurance com- 
panies usually limit their loans to the 
larger and well-established concerns 
but at the same time are interested in 
longer maturities. 

Long-term financing may take the 
form of plant and facility mortgage 
loans or general unsecured long-term 
notes or bonds. The smaller firms usu- 
ally pledge their facilities as security. 
The larger firms can often borrow on 
the basis of long-term unsecured notes. 
Rates of interest have reflected the 
financial strength of the borrower and 
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the general level of long-term money 
rates. In the early postwar period, a 
considerable volume of such financing 
was arranged at rates varying from 3 
to 4.5 percent. Rates have increased 
since then because of the heavy de- 
mand for long-term funds and the 
general increase in money rates. 

A LARGE PORTION of the financing 
required by marketing agencies is for 
the purpose of carrying inventories. 
The requirements have varied greatly 
with the nature of the product and 
the length of time required for process- 
ing and distribution. 

A cotton gin, for example, may en- 
gage in the marketing of its customers' 
products and yet may carry practically 
no inventory by reason of prompt sale 
of cotton and cottonseed as rapidly as 
the cotton is ginned. The cotton mer- 
chant, however, will ordinarily accu- 
mulate a substantial inventory of cot- 
ton during the harvesting season and 
liquidate it gradually throughout the 
year. He can minimize his market 
price risks by forward sales to mills or 
by hedging on the futures market. Be- 
cause of their ability to minimize the 
market risks incident to the carrying of 
inventories, cotton merchants can ob- 
tain inventory financing in large vol- 
ume at relatively low rates of interest 
and for a relatively high proportion 
(usually up to 85 percent) of the funds 
required for carrying inventories. 

Similar financing conditions prevail 
with respect to the carrying of invento- 
ries of wheat and other grains where 
adequate facilities for hedging price 
risks on inventories are available. 

For many processed or semiprocessed 
products, however, there are no ade- 
quate means of protecting the holders 
of inventories from the risk of substan- 
tial fluctuations in prices while such 
products are moving through the 
channels of trade from producer to 
consumer. 

Canned fruits and vegetables nor- 
mally fall in that category. A season's 
supply of a canned fruit or vegetable 
usually must be packed during a short 



HOW   MARKETING   IS   FINANCED 

harvest season. The inventory accumu- 
lated by the canner must then be mer- 
chandised over the entire season. The 
canner's inventory represents not only 
raw products but expenditures for 
labor, cans, and other supplies, which 
far exceed the actual investment in 
raw products purchased from the 
farmer. The canner who requires fi- 
nancing in order to carry his inventory 
can usually borrow from his bank up 
to Go or 70 percent of the net whole- 
sale value of his product at a time of 
packing. The remainder of the funds 
for carrying inventory the canner must 
supply from his own funds or from 
temporary book credits from suppliers, 
growers, and others. 

As to items that are in short supply, 
the canner can often reduce or elimi- 
nate his inventory financing problem 
by making prompt sales to distributors 
who are willing to anticipate future 
needs and protect themselves against 
possible price advances due to relative 
shortage. In that event the distributor 
supplies the financing from his own or 
borrowed funds and assumes whatever 
price risk may result from carrying the 
inventory until it is moved into the 
hands of retailers or consumers. 

Inventory financing is handled on 
both an unsecured and a secured basis. 
Much of the bank financing of such 
commodities as cotton and grains is 
supported by warehouse receipts for 
such commodities issued by agencies 
engaged in storing or warehousing 
activities. Many food-processing com- 
panies establish "field warehouses" on 
their own premises and turn the 
custody of their products over to a 
"field warehousing" agency. It in turn 
issues warehouse receipts, which may 
be used to support inventory loans. 
Such arrangements are used exten- 
sively in connection with the financing 
of processed fruits and vegetables and 
similar products. 

A LARGE VOLUME of inventory financ- 
ing is handled on the basis of unsecured 
seasonal lines of bank credit, particu- 
larly for such extensive food-processing 
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industries as meatpacking, flour mill- 
ing, and the manufacture and distri- 
bution of dairy products. Such seasonal 
credits are usually outstanding for 
relatively short periods and are nor- 
mally retired within the seasonal 
marketing period. 

The volume of such seasonal loans is 
not reported. An indication of their 
importance is that 215 commercial 
banks reported an increase of 932 
million dollars in their loans to food, 
liquor, and tobacco companies be- 
tween July and December 1951. Those 
banks handle about 70 percent of the 
total of commercial and industrial 
loans of all banks. The seasonal in- 
crease in the second half of 1951 was 
followed in the first half of 1952 by a 
decrease of 868 million dollars in the 
volume of such loans. The second half 
of 1952 again showed an increase of 
752 million dollars in such loans. 
Because these figures represent only 
the net change in outstanding loans, 
it is apparent that the aggregate 
volume of such lending would be 
several times larger than the reported 
net increase figures. 

The availability of adequate financ- 
ing for farm marketing enterprises 
over any extended period depends 
primarily upon the success of such 
enterprises. The financing of a flour- 
ishing new frozen fruit juice enterprise 
does not become a problem until and 
unless the industry overexpands in 
relation to available markets to the 
point where the stability of the in- 
dustry and the solvency of the enter- 
prises engaged in the industry are 
threatened. At that point it may 
develop that "financing" by strictly 
financing agencies has been overdone 
in relation to the risk capital supplied 
by those engaged in marketing. Those 
engaged in financing new enterprises 
or new developments in marketing 
therefore must try to assure themselves 
that their role in the financing of 
marketing is a secondary or supple- 
mentary role. Financing that goes 
beyond that point may lead to un- 
willing ownership or a management 
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responsibility that properly belong to 
the owners of the enterprise. 

SPECIAL FINANCING has been avail- 
able to cooperatively owned farm 
marketing agencies since the establish- 
ment of the Federal Farm Board in 
1930 and more particularly since the 
establishment of the banks for coop- 
eratives in 1934. The 12 banks for 
cooperatives and the Central Bank for 
Cooperatives operated under the su- 
pervision of the Farm Credit Adminis- 
tration supply credit to cooperative 
farm marketing agencies. The banks, 
largely capitalized with Government 
funds, make seasonal, working capital 
and long-term facility loans available 
to eligible cooperatives. 

The banks for cooperatives extended 
loans to farm marketing and farm- 
supply cooperatives in the amount of 
537 million dollars for the fiscal year 
that ended June 30, 1952. Outstanding 
loans on June 30, 1952, amounted to 
342 million dollars, of which 234 
millions were to cooperatives engaged 
in marketing farm products. Of that 
amount, 123 millions were long-term 
loans, 174 millions were short-term 
working capital loans, and 45 millions 
were loans secured by commodities. 
About one-half of the long-term loans 
and one-third of the working capital 
loans were to cooperatives engaged in 
farm supply and business service 
activities, as distinct from the usual 
functions of marketing farm products 
for the account of farmer members. 

These specialized lending agencies 
have some important advantages over 
privately owned credit agencies in 
lending to farm cooperatives. As spe- 
cialized credit agencies dealing with 
only one class of borrowers, and backed 
by a substantial Government invest- 
ment on a no-interest cost basis, the 
banks have generally offered credit to 
cooperatives at rates below the com- 
petitive market for similar types of 
loans made by commercial banks and 
insurance companies to similar mar- 
keting agencies, cooperative or non- 
cooperative. 
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In some areas also these credit insti- 
tutions have been able to offer cooper- 
atives credit services that would not 
be feasible for the local banks because 
of the limited availability of local 
lending funds or the long-term capital 
requirement for facility financing. 
Often the cooperative bank personnel 
may be able to provide a type of 
specialized credit and management 
counsel that would be beyond the 
scope of financing agencies not custom- 
arily staffed to deal with such special- 
ized problems. 

THE FINANCING of the marketing of 
several important farm products has 
been greatly influenced since 1933 by 
the lending and other price-support 
activities of the Commodity Credit 
Corporation. This has been particu- 
larly true of cotton, wheat, corn, and 
certain types of tobacco, although the 
price-support activities of CCC have 
not been limited to those crops. 

The availability of CCC price-sup- 
port loans to farmers often has an im- 
portant bearing on the financing 
available to marketing agencies en- 
gaged in carrying their normal mer- 
chandising inventories of such com- 
modities. 

During any period in which a large 
volume of any particular crop is placed 
under a CCC loan program, the possi- 
bility of a drastic decline in prices 
below the official loan level is mini- 
mized or eliminated during the life of 
the loan commitment. Thus the risk 
of financing reasonable inventory or 
merchandising requirements of such 
commodities for those engaged in mar- 
keting them may be minimized. 

Likewise in the case of uncertainty 
as to the continuance of a particular 
loan program or as to changes in im- 
portant terms and conditions of such 
loans, the short-term hazards of nor- 
mal financing may be exaggerated 
and normal financing may become un- 
duly restrictive. 

The Commodity Credit Corporation 
loans for designated commodities are 
available to farmers in most instances 
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either through local banks which act 
as lending agencies under CGC pro- 
grams or through local agencies of 
the CGC itself. Banks that sign lending- 
agency agreements with the GGG can 
make loans direct to eligible farmers in 
accordance with procedures estab- 
lished by the GGG and continue to 
carry the paper until the maturity of 
the loan period prescribed by the GGG. 
Banks following this procedure are al- 
lowed compensation on such loans at 
3 percent per annum (March 1954). 
In the event that the producer repays 
the loan and redeems the collateral, 
the bank remits to GGG 1 percent of 
the 4 percent interest charged the pro- 
ducer. The GGG, however, stands 
ready under the lending-agency agree- 
ment to take the loan off the hands 
of the bank at its face value and ac- 
crued interest at any time. The bank 
therefore has a riskless loan so long as 
it handles its loans in accord with the 
provisions of the GGG lending-agency 
agreement. 

The primary objective of GGG loans 
is to support the prices of the com- 
modities on which such loans are 
made at some predetermined level. If 
the available supplies of such com- 
modities do not move into consump- 
tion at or above the "support" level, 
there is a tendency for the excess or 
most of it to move into the commodity 
loan or purchase programs of the GGG. 

THE ACCUMULATION of supplies by 
GGG usually causes the regular mar- 
keting agencies to be cautious about 
their inventories. That in turn may 
tend to exaggerate the volume of the 
commodity that is placed under the 
GGG loan program. Thus the financ- 
ing that is normally supplied by the 
regular marketing agencies and their 
normal sources of credit is shifted to a 
considerable extent to the Gommodity 
Gredit Gorporation. 

Since the objective of GGG financing 
is price support or price maintenance 
rather than marketing as such, it is 
only natural that the normal market- 
ing and financing agencies will en- 
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deavor to shift to the GGG all of the 
risks involved in financing of this type. 
There is some evidence to indicate that 
long-continued activities of this type 
tend to destroy the normal incentives 
for marketing agencies and their sup- 
plementary sources of financing to 
perform their normal marketing func- 
tions. On the other hand, however, the 
GGG has endeavored to encourage the 
handling of much of its paper through 
private facilities and price support is of 
course not a function of the private 
banking system. 

The volume of trading in futures 
markets tends to be curtailed or dis- 
torted so that the value of such markets 
for hedging purposes is impaired. 
Storage requirements tend to fluctuate 
over a wider range with pressure upon 
GGG to engage in marketing functions 
separate from merely providing financ- 
ing. In practice, the wide range of 
experience between conditions of se- 
vere depression and wartime scarcities 
and food management activities have 
not made it possible as yet fully to 
clarify the role of GGG as one of the 
financing agencies with which the 
marketing and financing agencies 
must reckon, either as a supplemen- 
tary supplier of credit or as a competitor. 

GAPITAL AND CREDIT tend to flow 
toward successful enterprises. That is 
just as true in relation to those engaged 
in the marketing of farm products as it 
is with respect to other segments of our 
fast changing economy. 

Over-generous financing that leads 
to unnecessary duplication of facilities 
and possibly higher marketing costs 
may be just as harmful in some seg- 
ments of the marketing structure as 
inadequate financing and lack of de- 
sirable competition would be in other 
circumstances. 

In most phases of farm marketing 
in recent years the lack of adequate 
financing of the type that can properly 
be supplied by strictly financing agen- 
cies such as banks, cooperative banks, 
and insurance companies has not been 
a major problem. {Jesse W. Tapp.) 



Prices, Pricing 

A KGy to how well we think 

the market is doing its job is our satisfaction or dissatis- 

faction with prices, for prices help decide farmers' in- 

comes on the one hand and consumers' costs on the 

other. Economists explore many aspects of a controver- 

sial issue—competition and pricing—and advance their 

own opinions, some of which are presented here. Several 

programs of the Department of Agriculture provide price 

assistance to farmers. The most important, price-support 

programs, bring into the market place an additional type 

of buyer—the Government—a potential buyer with 
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relatively unlimited financial resources. The Govern- 
ment competes with commercial buyers, but unlike them, 
its objective is to stabilize prices received by farmers 
rather than to make a profit. Another program is mar- 
keting agreements and orders. The agreements and 
orders provide the means of regulating the prices of 
fluid milk and the supplies of vegetables and fruits in 
order to effect orderly marketing and improve prices to 
producers. 

The 
Place of 
Competition 

The basic factor that keeps markets 
in line with one another at different 
levels, in different places, at different 
times, and for different commodities 
is competition among the buyers and 
sellers. 

Competition in the performance of 
any marketing function generally as- 
sures that charges for performing it 
do not get far out of line with the 
costs involved. If based on accurate 
information, competition will cause the 
goods to flow from one market to 
another whenever the price differen- 
tial between them exceeds the inter- 
vening costs. 

Prices of food in different stores in 
the same community are tied together 
by the possibility that consumers will 
shift their purchases from one store to 
another if the prices and services they 
offer get out of line. Such competition 
is most obvious when two foodstores 

are side by side or in the same shopping 
center. Competition of a more complex 
sort occurs between the large super- 
market and the small grocery-delicates- 
sen. If the latter's prices get too high, 
some consumers will forego buying, 
until their next chance to visit a larger 
store or shopping center. 

Perfect competition means perfect 
knowledge of alternative opportunities 
on the part of each buyer and each 
seller. Not that every consumer needs 
to know the prices charged for a given 
commodity by every seller in the 
United States. It may be enough that 
he know the price policies of half a 
dozen retail stores in his community. 
The cost in time, inconvenience, and 
actual transportation outlays of gro- 
cery shopping in a neighboring town 
or even in a distant part of the same 
town is usually so high that only a 
small number of relatively nearby 
stores are of real interest to him. He 
may not even be curious about prices 
in foodstores in other parts of a large 
city because of the ties he knows (or 
assumes) exist between the individual 
retail stores. He may know or assume 
that the national chains or local 
chains of supermarkets maintain com- 
mon price policies in his area. Also, 
consumers living a few blocks away 
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from him are shopping in some of the 
stores which he patronizes and also 
in two or three stores which are 
beyond his reach. That factor in itself 
tends to produce a great deal of co- 
hesion among prices in different stores 
in a city even though the purchase 
habits of most individual consumers 
may be highly routinized. 

But the retail food market in a city 
is tied together in other ways as well. 
An individual retailer may keep track 
of the price policies and major price 
changes of his main competitors. He 
or a representative may shop the com- 
peting stores often enough so that he 
thinks he knows pretty well what they 
are doing. In addition, the leaders or 
best buys of some of the larger com- 
petitors are advertised in newspapers 
each week, so that other retailers and 
consumers are informed of the more 
spectacular price changes. Through 
market news reports and the sales 
representatives of wholesale grocers 
and processors, he knows pretty well 
what most of his competitors pay at 
wholesale for the products they buy. 

Just as the behavior of consumers 
and retailers integrates the retail 
market structure of a city, the behavior 
of carlot purchasers in terminal mar- 
kets helps to integrate the market struc- 
ture between major producing and 
consuming centers. If the same com- 
modity is produced in both remote and 
nearby areas, the carlot receiver often 
finds it advantageous to buy from the 
nearer source. The buyer's main ob- 
jective is to obtain any given com- 
modity at the lowest cost as delivered 
to him. When he compares prices at 
different shipping points he must allow 
for differences in transportation costs 
from the various points to his own 
terminal. 

In each producing area or processing 
center, shippers make similar calcula- 
tions. The shipper's usual goal is to 
sell his products in the markets that 
will return him the highest net price 
at the point of shipment. When he 
compares prices at different terminal 
markets, he must deduct transporta- 
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tion costs to determine which will yield 
him the highest net return. 

Thus the nationwide market is tied 
together through the action of buyers 
in all consuming centers trying to buy 
from the cheapest source and by sellers 
in all producing or processing centers 
trying to sell in the most remunerative 
market. 

On perishable products, daily market 
news reports are issued in many of the 
large consuming centers and at many 
of the more important shipping points. 
When the reports indicate that a cer- 
tain shipping point is an unusually 
cheap source for a given terminal, 
buyers at that terminal will direct 
most of their orders to the given ship- 
ping point. If reports indicate that a 
certain terminal is an unusually profit- 
able destination for a particular ship- 
ping point, shippers there will intensify 
their selling efforts in the given ter- 
minal. The redirection of shipments 
speedily eliminates unusual advan- 
tages to either buyers or sellers. For 
example, west coast shippers of fruits 
and vegetables have long availed 
themselves of the possibility of divert- 
ing rolling cars from one market to 
another in the same general direction. 
If the price of California oranges in 
Baltimore on one day is significantly 
out of line with the price in Washing- 
ton, D. C, the situation usually can be 
corrected within 24 to 48 hours. 

Besides watching the daily market 
news reports, large shippers and buyers 
are in frequent telegraphic or tele- 
phone communication with their chief 
customers or suppliers. Large process- 
ing concerns like some of the meat- 
packing and milling companies main- 
tain branch houses or sales offices in 
major consuming centers and thus 
keep in close touch with retail markets 
in many parts of the country. The pur- 
chasing departments of the large con- 
cerns keep in touch with the producer 
and f. o. b. markets for the raw prod- 
ucts. Chains tores perform a somewhat 
similar function in that they watch 
f. 0. b. markets in all parts of the 
United States as well as retail markets 
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in the communities they serve. Some 
of the large farmers' cooperatives also 
keep in contact with the market on a 
nationwide scale. 

A smaller food processor maintains 
contact with wholesale buyers in the 
consuming centers which fall within 
his natural marketing territory. He 
also maintains contact with farmers 
and shipping-point markets in the 
areas which are for him feasible sources 
of supply. The time and cost involved 
in transporting raw materials from 
long distances to a given plant limit 
the area within which he is an active 
competitor for supplies. 

Similarly, an individual farmer may 
be particularly interested in the activi- 
ties of only a few buyers or in prices at 
only a few markets. Sometimes he may 
know from experience that the local 
buyer pays on the basis of some well- 
recognized central market price. To 
the extent that the different buyers 
available to him follow consistent poli- 
cies he may normally sell to the one 
buyer whose policies seem most ad- 
vantageous to him. Also, in the local 
market, as well as at other levels, po- 
tential competition may be more im- 
portant than the actual shifting of sell- 
ers from one buyer to another may 
suggest. 

MOST BUYERS and sellers in the 
marketing system, from farmers to 
consumers, do not try to capture the 
last penny of possible advantage. If a 
consumer carefully studied the prices 
of all individual food products in all 
the stores that were readily accessible 
to him, for example, he might find 
that his grocery bill would be lowest if 
he bought 15 items from store A, 8 
from store B, 5 from store C, and 1 
from store D. That would mean three 
additional walks or automobile trips 
and three additional trips past check- 
out counters, not counting his initial 
visits to scout the stores. 

Even if a customer made such a 
comprehensive calculation he might 
decide that the savings he might make 
were not worth the additional time 
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and inconvenience. Furthermore, there 
might well be enough variation in the 
prices charged by different stores from 
week to week so that his least-cost mar- 
ket basket in the second or third week 
would involve a somewhat different 
combination of stores and commodi- 
ties. In that sense least-cost shopping 
would involve a terrific overhead cost 
in terms of time and mental effort on 
the part of any consumer who at- 
tempted it. 

In order to save energy and cut 
down on mental wear and tear, con- 
sumers and marketing firms tend to 
lay down certain routines, habits, and 
policies. The policies and terms of 
trade followed by various wholesale 
buyers become known to the retailers 
who patronize them. Most of the time 
a given retailer may buy a certain line 
of products exclusively from a single 
buyer whose policies he feels are by 
and large the most advantageous to 
him. Only if a striking disparity ap- 
pears between the terms offered by his 
regular supplier and some other sup- 
plier will he think it worthwhile to 
make a change. The fact that he does 
shift when another supplier offers an 
unusual bargain serves to keep his 
regular supplier in line with his com- 
petitors. 

So far we have mostly considered 
markets separated in space. In them, 
market information tells shippers and 
carlot receivers whether or not differ- 
ent markets and shipping points are 
in line with the structure of actual 
transportation costs. 

MARKETS ALSO ARE SEPARATED in 
time. Sometimes the lapse of time be- 
tween sale by the farmer and con- 
sumption by the individual is negli- 
gible, as in the case of fluid milk. As 
retail milk prices are changed only in- 
frequently in a given city, little or no 
price risk is involved in the marketing 
of a given lot of raw milk. 

That is not true for fresh fruits and 
vegetables, even from nearby areas. 
In response to a high price for fresh 
peaches  on  Monday,   enough  truck- 
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loads may be delivered to the market 
on Tuesday to cause a sharp drop in 
price and consequent disappointment 
to the producers who rushed their fruit 
to market. Produce shipped from Cali- 
fornia to the East is in transit several 
days. Once it is unloaded at a given 
terminal it is seldom feasible to reload 
and ship it to another center. Further- 
more, it must be moved into consump- 
tion within a few days. Hence, tempo- 
rary gluts of a few days' duration may 
occur in individual terminals so that 
certain shippers, wholesalers, and re- 
tailers will incur considerable losses on 
particular shipments and purchases. 

Just as prices at different places are 
related to one another by the structure 
of transportation costs, prices of the 
same commodity at different times 
may be related to one another by 
storage costs. Seasonal swings in pro- 
duction of eggs and milk are partly 
ironed out through storage. Stocks are 
accumulated most actively during the 
season at which prices are usually 
lowest and resold during the season 
when production is low and prices are 
usually above the average for the year. 

The cost of carrying eggs from April 
to October in a commercial cold- 
storage warehouse is just as definite as 
the cost of transporting those eggs 
from Chicago to New York. But the 
prices of eggs in two different months 
arc much more likely to be out of line 
with storage costs than are prices at 
different places to be out of line with 
transportation costs. The uncertainties 
of movement through time are much 
greater than those of movement 
through space where commodity prices 
are concerned. 

Much of our discussion has assumed 
that we were dealing with a single 
commodity which had only one form 
at any given market level. We have 
indicated some of the forces which tie 
together the prices of such a commod- 
ity in different retail stores, at different 
terminal markets, and at different 
shipping points. These factors collec- 
tively determine the national market 
structure for a commodity with only 
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one end use. But some farm products 
reach the consumer in different com- 
peting forms, and for them the market 
structure is more complex. 

For example, oranges are marketed 
in three forms—fresh, as canned single- 
strength juice, and as frozen concen- 
trated juice. Markets for these three 
products at retail are tied together 
partly by competition at the retail 
level. Some consumers vary their pur- 
chases in response to changes in the 
relative prices of the different products. 
But the markets are also tied together 
at the farm price level. In areas where 
growers are not organized to control 
marketings, processors of frozen and 
canned juices must pay the same price 
as fresh-market shippers for oranges of 
comparable quality. Given the same 
farm price for oranges for all uses, and 
given sufficient competition among 
firms processing and distributing each 
of the three forms, the retail price of 
each form will tend to equal the com- 
mon farm price plus the specific cost 
of processing and distributing it. 

While this tendency may average 
out fairly well over a period of years, 
it does not do so in any one year 
because of time lags in the distribution 
of canned and frozen juices. Produc- 
tion of oranges is seasonal, and proc- 
essors try to concentrate their pur- 
chases in the months when fresh- 
market prices are lowest. The proc- 
essed products are sold to distributors 
over a period of months and may not 
all move through to consumers for 
nearly a year after the initial process- 
ing date. Consequently, in competing 
for supplies of fresh oranges processors 
must try to anticipate the demand for 
their processed products several months 
in advance. As that can be done only 
imperfectly, processors are likely to 
make windfall profits or suffer wind- 
fall losses in most individual years. 

WHEN producers are able to control 
the allocation of a raw product be- 
tween different uses, they sometimes . 
find it advantageous to set different 
prices for the raw product in each use. 
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If the supply going into use A is 
reduced, the retail price and equiv- 
alent farm value in that use will rise. 
If the supply going into use B is in- 
creased by the same amount, the 
retail price and equivalent farm value 
in that use will fall. A shift in utiliza- 
tion will be profitable to producers if 
the total farm value of the raw prod- 
uct is thereby increased. 

Generally the maximum farm value 
for the crop as a whole would be 
obtained by charging different prices 
for the same raw product in different 
uses. Thus, orange producers in Cali- 
fornia have frequently accepted much 
lower returns on fruit for processing 
than on fruit of comparable quality 
for fresh market. Multiple pricing of 
milk for different uses has been charac- 
teristic of many of our metropolitan 
milk markets, and the practice has 
been permitted or facilitated by Fed- 
eral marketing orders and by many 
State milk-control laws. 

Controlled utilization and multiple 
price programs (which exist for rela- 
tively few farm products) create arbi- 
trary breaks at the raw-product level 
between markets for different forms 
of a commodity. But prices of any 
one end product at different locations 
and levels of distribution may be de- 
termined on a competitive basis once 
the initial allocation of raw product 
has been made. 

For some commodities, such as corn, 
the end products are so different as 
to be noncompetitive at the consumer 
level. Cornstarch, cornmeal, corn oil, 
and corn sugar or sirup are not 
directly competitive with one another, 
although each may compete with prod- 
ucts made from different raw materials. 
Corn processors buy the raw com- 
modity in competition with livestock 
feeders, manufacturers of mixed feeds, 
and others. 

All those buyers are interested in end 
products that will be ready for market 
several weeks or months after the corn 
is purchased. Here again is a long- 
run tendency for prices of different 
corn products (and prices of livestock 
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products which rely heavily on corn 
as a feed) to equal the price of corn 
plus the various costs specific to each 
end use. 

But relationships between the price 
of corn and prices actually realized on 
finished corn products are quite vari- 
able iq any one month or year, and 
the effects of competitive pricing are 
obscured by the uncertainties involved 
in trying to anticipate future con- 
ditions of demand and supply. 

Thus, for products with several end 
uses, demand at the farm level may 
be regarded as the sum of a number of 
derived demands—demands reflected 
back from the actual or anticipated 
demands for each final product. Each 
distributor or processor makes his own 
estimates as to future demands and 
prices at the market levels of interest 
to him, and these chains of actual costs 
and anticipated price changes are 
reflected back through the marketing 
system to the farm price level. 

Ties also exist among markets for 
different commodities. At the consum- 
er level there is obvious and clear-cut 
competition within certain commodity 
groups. Price competition is noticeable 
among beef, pork, lamb, chicken, and 
turkey. It is evident that consumers, 
by and large, vary their purchases of 
meats and poultry in response to 
changes in their relative prices. This 
shifting of purchases means, for ex- 
ample, that a large supply of pork will 
tend to reduce the prices of competing 
meats, although to a lesser extent than 
the price of pork itself. 

Other commodity areas in which 
competition at the consumer level is 
important are canned fruits, canned 
juices, and table spreads—butter and 
oleomargarine. Some consumers may 
make more extreme substitutions 
among foods. But such substitutions 
are made only in response to extreme 
changes in relative prices or in the 
income position of the consumer. Thus, 
substitution of eggs for meat in re- 
sponse to price changes cannot be 
demonstrated from the national mar- 
ket statistics although some individuals 
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may regard them as alternatives for 
particular meals. 

Further ties among markets for 
different commodities are provided at 
the processor level. As an example, 
different vegetable oils, and even 
vegetable oils and animal fats, are 
interchangeable for some piyposes. 
Some substitutability is found among 
different grades and staple lengths of 
cotton in the production of specified 
fabrics. 

Competition among feedstuffs is 
much keener than is typical at the 
consumer level. Other grains are 
almost perfect substitutes for corn in 
many feeding uses, although each may 
have special advantages in some uses. 
(The nonfeed demands for feed grains, 
such as barley for malt and corn for 
cornmeal, are, of course, highly spe- 
cialized and distinct.) Individual farm- 
ers in feed-deficit areas vary their 
purchases of different grains and 
protein feeds at least moderately in 
response to changes in their relative 
prices. And manufacturers of mixed 
feeds are continually on the alert for 
substitutions that will lower the raw- 
material cost of dairy or poultry 
rations without reducing their feeding 
value. {Karl A. Fox,) 

Prices 
and 
Pricing 

If we consider them alone, neither 
price nor pricing has much practical 
meaning. They must be considered to- 
gether as parts of the economic system. 

Prices and pricing guide the produc- 
tion, distribution, and consumption of 
commodities. Farmers and handlers 
are nearly always faced by many pos- 
sibilities when they make a business 
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decision. They must decide what kind 
of farm or plant to buy or build; how 
big it shall be; and what, when, and 
where to produce, process, and sell. 

Prices affect business decisions of 
producers, marketers, and consumers. 
Those decisions in turn affect prices. 
A pricing system that facilitates the 
making of rational decisions by in- 
vestors, producers, handlers, and con- 
sumers also contributes to an efficient 
economic system. 

Because there are so many decisions 
of different kinds to make, with alter- 
natives for many of the decisions, there 
are many different kinds of prices. 
Each type of price has certain functions 
to perform. 

Prices guide the use of some products 
even if no actual transfer of ownership 
occurs. A farmer in the Corn Belt can 
sell his corn or feed it to his own hogs. 
His decision depends on whether he 
expects that the future return from 
selling hogs will exceed the present 
cash return from selling his corn by a 
sufficient amount to cover the risks of 
deferred sale. In the purchase of farm 
supplies, buyers shift from one product 
to another or from one supplier to 
another in response to relative prices. 
Thus, both in selling and in buying, 
prices help the farmer to select from 
among the alternative products, out- 
lets, or sources of supply available to 
him those which will yield him the 
best expected income. 

If a certain fertilizer has high pro- 
ductivity, the farmer can pay a higher 
price for it than for another less pro- 
ductive fertilizer. With given produc- 
tivities, and with given methods of 
production, the prices of the factors of 
production will largely determine their 
use. Changing productivities of the 
resources will normally affect their 
prices. 

Some buyers want a product more 
intensely or have higher purchasing 
power than others do. Thus some pur- 
chasers will bid higher prices for the 
same amounts of a commodity or are 
willing to buy greater amounts at a 
given price. 
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decision. They must decide what kind 
of farm or plant to buy or build; how 
big it shall be; and what, when, and 
where to produce, process, and sell. 

Prices affect business decisions of 
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Those decisions in turn affect prices. 
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natives for many of the decisions, there 
are many different kinds of prices. 
Each type of price has certain functions 
to perform. 

Prices guide the use of some products 
even if no actual transfer of ownership 
occurs. A farmer in the Corn Belt can 
sell his corn or feed it to his own hogs. 
His decision depends on whether he 
expects that the future return from 
selling hogs will exceed the present 
cash return from selling his corn by a 
sufficient amount to cover the risks of 
deferred sale. In the purchase of farm 
supplies, buyers shift from one product 
to another or from one supplier to 
another in response to relative prices. 
Thus, both in selling and in buying, 
prices help the farmer to select from 
among the alternative products, out- 
lets, or sources of supply available to 
him those which will yield him the 
best expected income. 
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ductivity, the farmer can pay a higher 
price for it than for another less pro- 
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production, the prices of the factors of 
production will largely determine their 
use. Changing productivities of the 
resources will normally affect their 
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Some buyers want a product more 
intensely or have higher purchasing 
power than others do. Thus some pur- 
chasers will bid higher prices for the 
same amounts of a commodity or are 
willing to buy greater amounts at a 
given price. 
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Prices also help to allocate returns 
among sellers. Some sellers will ex- 
change their products at lower prices 
than others will. The pricing process 
thus distributes the available supply 
of a product among buyers in accord- 
ance with the intensity of their various 
demands. At the same time the total 
money receipts are distributed among 
the various sellers in accordance with 
their different dispositions to sell. 

The prices of farm products and of 
the resources used in their production 
both result from the interaction of 
supply and demand. If either supply or 
demand is absent, there will be no 
exchange and no price. Supply reflects 
attitudes and actions of sellers. De- 
mand reflects those of buyers. 

The statement that supply and de- 
mand determine price is correct but 
not very helpful in understanding 
pricing. Supply, in a particular market 
for a specific time period, means the 
various quantities sellers will offer at 
each of various prices; usually, the 
higher the price, the more will be 
offered. Demand, in any particular 
market over a specified time period, 
means the various quantities buyers 
are willing to take at each of various 
prices; the lower the price, the more 
buyers will take. 

Both demand and supply may be 
influenced by appraisals of future as 
well as current conditions. In a given 
period, however, the quantity bought 
equals the quantity sold. Thus the 
price that equates supply and demand 
and clears the market reflects the in- 
fluences of both buyers and sellers. 
While the general factors of demand 
and supply lie behind the generation 
of all prices, the differences in the 
specific conditions of the demand and 
supply for particular goods or services 
in particular markets lead to many 
different kinds of prices. 

Distinction is made in price analysis 
among normal, long-run, and short- 
run prices. The normal price of a com- 
modity would result if supply and de- 
mand conditions remained unchanged 
for a long period so that the rate of 
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production would equal the rate of 
consumption. This notion of normal 
price is a useful concept for analysis 
of prices, but it is not a real price like 
those quoted in the papers. It should 
not be confused with the "normal" 
price developed for valuation purposes, 
which is really an average of realized 
prices over a long period. 

If the supply that is offered comes 
from a fixed base of production, where 
farmers cannot increase all the factors 
of production they use and where new 
farmers do not enter production, the 
resulting market price is called a short- 
run price. If, however, farmers can 
increase their inputs of any and all of 
the resources they use, and if new farm- 
ers can enter production, the resulting 
price over such a time period is called 
the long-run price. The farmer is in 
fact usually faced with both long-run 
and short-run prices; for him they ap- 
pear as day-to-day results on the 
markets where he sells or buys. Thus, 
to the farmer, the prices he regards 
most in his daily operations are those 
that reflect the immediate conditions 
of supply and demand. But if he is con- 
sidering entering a business, or expand- 
ing an existing enterprise, he must con- 
sider the probable long-run prices of 
the commodities he buys and the com- 
modities he sells. 

The types of prices and pricing also 
vary with different levels of the mar- 
keting system. Prices are made and 
quoted at farm, roadside, local out- 
lets, central markets, and in wholesale 
and retail channels. There are f. o. b. 
shipping-point prices, and cost, insur- 
ance, and freight prices. The different 
kinds of prices are determined by the 
particular type of market and pricing 
transaction in which the exchange oc- 
curs. For example, California oranges 
may be sold and shipped from Los 
Ángeles with price specified at so 
many dollars and cents per box de- 
livered in New York. The same oranges 
could be sold in Los Angeles but on an 
f. o. b. basis. In this case, the buyer 
would pay for transportation and 
delivery to New York. 
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Many of the prices one hears about 

are quoted or nominal prices. They 
may merely be bids or offers or a 
trading basis quoted by an organized 
exchange. Distinction must, therefore, 
be made between a price a buyer is 
offering, a price asked by a seller, and 
a price realized in an actual exchange. 
Realized prices alone reflect actual 
transactions or affect farm incomes. 

Price, as a general notion, is mean- 
ingful only when related to a specific 
commodity, market, and time period. 
The phrase, "the price of wheat is 
$2.00," has meaning only when it is 
understood that the unit is a bushel, 
the market is Chicago, the type of 
wheat is clearly identified, the terms 
of sale are specified, and that the sale 
is either for the spot (cash) or futures 
market on a particular day. 

Published prices for a given day or 
year are often averages of the prices 
of many individual transactions. The 
reliability or representativeness of each 
average must be appraised on its 
own merits, considering the type of 
market and product and the number 
and volume of transactions reflected. 

Many prices made in private trans- 
actions remain unpublished. For auc- 
tion prices a public record is made 
and published. Because auction sales 
often may reflect a large number and 
volume of transactions, they are some- 
times regarded as a barometer of cur- 
rent markets as well as a source of in- 
formation of price changes over a pe- 
riod of time. 

For the grains, cotton, and soybeans, 
there are both cash prices and futures 
prices, which are widely quoted and 
watched. Both cash and futures prices 
are indicators of exchange values but 
for different terms of trade, products, 
and types of markets. 

The meaning and the uses made of 
prices at markets in different areas also 
differ. The price of eggs at a Wisconsin 
country market would be less signifi- 
cant to a New York buyer than the 
price in a Chicago central market or a 
Baltimore terminal market. For many 
products the central markets register 
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the impact of demand and supply con- 
ditions from both country shipping 
points and terminal markets. 

Particular markets frequently oper- 
ate differently, and differences in the 
meaning and use of the resultant prices 
are thereby created. For example, 
Federal or State laws may set particu- 
lar prices for milk. If the market area is 
under a Federal control program, the 
minimum price of milk may be set for 
the various outlets in which it is used. 
State programs may specify minimum 
prices to farmers and to retailers and 
consumers as well. Here, prices arc 
not generated by free-market pricing 
processes; they are set by administra- 
tive regulation so as to affect either 
supply or demand or both. Dairy 
products in various areas are priced 
without legislative or administrative 
intervention. Cooperatives in some 
places bargain with distributors on be- 
half of the producers. Elsewhere indi- 
vidual producers may contract with 
individual distributors. 

Each method of marketing thus gen- 
erates a different type of price—often 
to serve a different function. For some 
commodities, such as cheese in certain 
areas, the announced price for a given 
grade and day may be no more than 
a nominal quotation by an exchange 
committee to serve as a trading basis. 
For other products, as wheat, the 
terms of sale may incorporate premi- 
ums and discounts for permitted vari- 
ations in the grade or some other 
characteristic of the product. 

Daily prices for many products on 
major central markets are published 
in many newspapers. Both Govern- 
ment and private agencies publish av- 
erages of prices by weeks, months, 
seasons, and crop or calendar years. 
The meaning of prices and the uses to 
which they are put, therefore, vary 
with both the marketing stage and the 
time period to which they pertain. 

Fluctuations in farm prices over time 
are usually wider than those in retail 
prices because marketing margins are 
often relatively rigid. Looking at the 
retail price for some product and re- 
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membering the price he received, the 
farmer may wonder why his return is 
so much smaller than the retail price. 
These marketing margins reflect the 
market-determined value of the mar- 
keting services used in bringing the 
product from the farm to the con- 
sumer in the form, at the place and 
time, and in the package or amount 
the consumer wants. eiThe middle- 
man" may be viewed by the farmer as 
the cause for his receiving a price lower 
than he believes equitable. The mar- 
keter may be blamed rather than the 
marketing system and its pricing 
process. Yet, many people—not only 
farmers—fail to distinguish clearly be- 
tween prices, the pricing process, and 
the marketing system. 

Middlemen, as wholesalers and re- 
tailers, usually follow a system of pric- 
ing wherein they add to the price they 
pay a margin to cover their costs of 
doing business and making a profit. 
The size of the margin or markup 
varies widely between products, be- 
tween merchants, and over time. The 
competition faced by the merchants 
also affects their margin. There is no 
unique or set method by which dis- 
tributors' margins are set. But the 
margin, however determined, is a 
price the consumer has to pay for the 
services performed. This affects the 
amounts the consumer buys and in 
turn affects the amounts sold and the 
prices received by the farmer. It is no 
wonder that farmers are concerned 
with prices in central and terminal 
markets and with wholesale and retail 
prices. 

PRICES CHANGE almost constantly. 
We may note several broad kinds of 
changes. With no change in general 
price levels, the relative prices of farm 
products may shift. The changes may 
be due to changes in relative outputs 
or to changes in outputs and prices of 
competing or complementary prod- 
ucts. They may also be due in the 
short run to changes in weather or 
other similar factors. There are fairly 
measurable long-run changes in the 
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prices of some farm products relative 
to prices of other farm products. Those 
changes may be due to long-run shifts 
in tastes, incomes, technology, or out- 
puts of related products. Prices of farm 
products also react to changes in gen- 
eral price levels associated with busi- 
ness cycles, with protracted depression 
or with general price inflation from 
war or other causes. 

The flexibility over time in most 
agricultural prices is in sharp contrast 
with the behavior of many industrial 
prices. The producers of many non- 
agricultural products are price mak- 
ers. They tend to have fairly rigid 
prices, adjusting to changes in demand 
by varying their outputs. Most farm- 
ers, however, are price takers and tend 
to maintain the volume of the output, 
making adjustments to changes in de- 
mand largely through the prices they 
receive. These distinctions between 
farm and nonfarm pricing do not hold 
for all products, but are broad tend- 
encies which prevail generally. 

IN OUR HIGHLY DYNAMIC economy, 
changes in prices or pricing influence 
supply as well as demand. The effects 
of any change vary among products, 
areas, markets, and marketing chan- 
nels. Special influences may bear upon 
particular products and markets. The 
particular product and market at the 
same time may react to changes in 
the economy as a whole. Each pricing 
process thus has its own functions and 
characteristics, but the prices of all 
products are related to some degree. 

The many differences among prod- 
ucts and markets preclude formulation 
of any single or simple guide to "effi- 
cient" pricing. Pricing may be called 
efficient if for a given expenditure of 
resources a product of maximum value 
is exchanged, or if a given value of 
product is exchanged for a minimum 
expenditure in terms of value of re- 
sources. If this test is met, resources 
will be well allocated, the market can 
effectively be cleared, and consumers, 
handlers, and producers will be aided 
in making rational business decisions. 
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To obtain this efficiency, many buyers 
and sellers must have prompt and 
complete knowledge of the market and 
the product. There must be fairly 
equal bargaining power between buy- 
ers and sellers. Uncertainty must bear 
equally upon all parties. 

Both Government and private agen- 
cies have developed information and 
reporting services designed to increase 
the efficiency of pricing. Both Govern- 
ment and private agencies have de- 
veloped such devices as standardiza- 
tion of products and packs, minimum 
grades, uniform trading procedures, 
inspection, and certification services 
whereby the requirements for efficient 
pricing may be met. 

IN REGENT YEARS there have been 
many changes in the organization of 
American business. There has been 
concentration of control in parts of the 
processing and distributing segments 
of agricultural industries. Firms have 
differentiated their products by brand- 
ing, style of pack, or package. Some 
firms in the food and fiber fields have 
undertaken large-scale advertising as 
a means of influencing the prices at 
which they sell. 

Also in recent years, the extent and 
nature of Government intervention 
into the pricing processes have been 
greatly altered. Governments—both 
Federal and local—have always regu- 
lated trade and production in order to 
minimize fraud and generally to pro- 
tect the public through health, sanita- 
tion, fair practices, antitrust, or similar 
legislation. Governments have also 
regulated such trading units as public 
stockyards, auction markets, commis- 
sion selling, and organized commodity 
exchanges. These laws and regulations 
in the main set the general rules for 
pricing. All merchants must conform, 
but they involve no direct effort by 
Government to set prices. In addition, 
for many years the Government has 
also provided services to producers 
and marketers designed to facilitate 
pricing and trade. Such services have 
included the market news, inspection. 
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standardization, research, and exten- 
sion work. 

Two other forms of direct interven- 
tion by Government have had striking 
impact upon pricing of farm products. 
Price ceilings have been imposed in 
periods of national emergency. For 
almost 20 years, Government has set 
floor prices for many major commod- 
ities. These floors have been main- 
tained by Government purchases, 
nonrecourse loans, purchase agree- 
ments, subsidy, export programs, di- 
version into secondary domestic mar- 
kets, and market agreements. Those 
programs have made Government a 
major determinant of prices in many 
industries. Sometimes the programs 
have been designed to assure mini- 
mum prices to producers. At other 
times they have been aimed at guiding 
production of farm commodities in 
accordance with national need as 
determined by Government. In cither 
event, free-market pricing has some- 
times been virtually eliminated by 
Government intervention. 

There seems to have developed a 
system half way between the tradi- 
tional free-market making of prices and 
the making of prices by Government. 

Government price programs have 
different effects upon the incomes of 
various groups of citizens. Price manip- 
ulation by Government is viewed by 
some as interference with the accepted 
functions of pricing. Others regard 
such price programs as a means of at- 
taining goals which could not be 
achieved through a free pricing sys- 
tem. Whichever view be taken, it is 
clear that the impact of Government 
has been greatly extended over the 
pricing of farm products. 

Prices are a major determinant of 
both gross and net income received by 
farmers. Sometimes the sale of large 
amounts of a farm product yields a 
lower gross income than would sale of 
a smaller amount. It is not easy to con- 
trol the output of most farm products. 
Farmers operate in atomistic competi- 
tion as a rule. The fluctuation of prices 
and incomes received by farmers is one 
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of the major reasons that Government 
programs have been developed to 
stabilize farm prices and incomes. 

THUS, pricing and prices of farm 
products influence the economic ac- 
tivities of producers, handlers, and 
consumers. There are many kinds of 
farms producing most commodities. 
There arc many different uses to which 
most products may be put. There are 
many different kinds of firms in the 
handling and processing ends of the 
food and fiber industries. There are 
many different kinds of demands 
among consumers for farm products. 
Hence, there are many business deci- 
sions made in many different markets 
as the commodities move through 
many different channels. So there are 
many different methods of pricing and 
many different kinds of prices. And 
each type of price is an element in the 
search of buyers and sellers to improve 
their incomes. {Sidney S. Hoos, George L. 
Mehren.) 

Pricing 

by 
Formula 

Examples of pricing devices based on 
formulas or sales agreements are found 
throughout the marketing system for 
agricultural products. Cotton, juice 
grapes, tree nuts, dried fruits, butter, 
cheese, eggs, poultry, fluid milk, and 
evaporated milk are some of the com- 
modities that may be sold on the basis 
of formulas that yield prices dependent 
on later market developments. 

Formula pricing occurs also at differ- 
ent levels of trade. Formulas for fluid 
milk prices apply to transactions be- 
tween the farmer and the fluid milk dis- 
tributor. "On-cair transactions take 
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place among cotton merchants and 
cotton mills or other buyers. The Ä£in- 
ventory guarantee" of evaporated milk 
manufacturers applies to transactions 
with wholesale grocers. 

A cotton mill that buys its supplies 
while the new crop is coming to mar- 
ket runs the risk of paying more than 
if it waits until it has received orders 
for cloth. One way of reducing or 
avoiding this risk is to hedge the pur- 
chase by selling a futures contract. 
Another way is to purchase the cotton 
on call. 

IN A HEDGE each purchase or sale is 
a separate transaction completed at a 
known price. 

The on-call purchase, on the other 
hand, leaves the price to be determined 
later. By agreement, the settlement 
price will be the price of a futures con- 
tract on the clay the price is fixed, plus 
an agreed-upon premium or minus a 
discount. The price is usually fixed 
when the mill buys a future for the 
merchant's account, or notifies the 
merchant so that he may buy a future 
or may take settlement at the future 
quotation of the day on which notice 
is given. 

For example, a mill in October buys 
%-middling cotton on call at 2 cents 
a pound below the May futures con- 
tract. On March 5, say, the mill elects 
to fix the price by notifying the mer- 
chant, who buys a May future. The 
price paid for the future, less 2 cents 
a pound, is the price which the mill 
pays for its cotton. 

A formula pricing device, therefore, 
typically has a basic source of current 
price information, a differential in re- 
lation to the basic price, and a provi- 
sion for fixing the basic price that is 
to be used. 

The automatic pricing of butter de- 
pends on the daily market quotation 
for bulk butter of a specified grade. 
The sales agreement specifies as a min- 
imum the market and grade for the 
basic quotation, the amount of the pre- 
mium, and the provision for fixing the 
price. Most commonly the price fixed 
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is the market price on the day the but- 
ter arrives at the market or on the day 
it is shipped from the creamery. 

A TRANSACTION under a typical sales 
agreement may serve as an example. 
The agreement provides for the buyer 
to pay for the butter on the basis of a 
Federal grade. The price for butter de- 
livered to Chicago is to be one-half 
cent a pound above the price reported 
by a commercial market news agency 
in Chicago on the day the butter is 
shipped from the creamery. On a day 
when the price is quoted at 68 cents a 
pound for Grade A butter, the cream- 
ery would be paid 68.5 cents a pound 
for butter of that grade. 

Although a creamery may ship but- 
ter every week or oftener, the terms of 
an agreement may run unchanged for 
months and even years. Such a system 
requires little selling effort on the part 
of the creamery management. Daily 
price changes are the greatest price 
risk the creamery has to face. The sales 
agreement assures the creamery of 
getting the advantage of price rises 
but carries with it the penalty of price 
declines. 

In almost all city milk markets, pro- 
ducers sell their milk to dealers at 
prices that depend on how it is used. 
To a dealer, the value of that portion 
of his milk supply that he must use for 
manufactured dairy products depends 
greatly on the market price of the 
products. And, since dairy products 
may be shipped around the country at 
relatively little freight cost, prices paid 
by manufacturers in one part of the 
country are closely related to those 
paid in another part. 

In the early igso's the Dairymen's 
League of New York agreed to sell 
milk to manufacturers of evaporated 
milk in New York at prices paid at 
condenseries in the Midwest. The 
price was subject to some adjustments 
for freight and market conditions. 

Next, formula pricing was used for 
the portion of city milk supplies that 
was used in butter. The basic price of 
100 pounds of milk was usually the 
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wholesale price of butter at Chicago 
or New York, adjusted for the number 
of pounds of fat in 100 pounds of milk, 
the amount of butter obtainable from 
a pound of fat, and the approximate 
cost of manufacture. Prices of cheese, 
nonfat dry milk, and cream gradually 
came to be included in the formulas, 
and nearly all the fluid milk used for 
manufacturing came to be priced by 
formula. 

Prices for milk used as bottled milk 
in most large markets are also fixed by 
formulas. Formulas were substituted 
for negotiated prices when it was found 
that some economic indicators resulted 
in prices as desirable as those obtained 
through negotiation. Fewer price con- 
ferences were needed, and time and 
expense were saved especially where 
governmental regulations were estab- 
lishing milk prices. The basic prices 
used for the manufacturing classes 
were used first, and are still widely 
used as part of the formulas for bottled 
or Class I milk. An appropriate pre- 
mium or difference is added. Prices of 
milk for manufacturing uses serve to 
reflect changes in the general price 
level and to measure the pressure on 
producers to shift their patronage be- 
tween fluid milk dealers and dairy 
products manufacturers. 

Prices of manufactured dairy prod- 
ucts sometimes move contrary to the 
general price level, or contrary to the 
best interest of a particular fluid milk 
market. Demand-type formulas were 
developed to fit the needs of markets 
distant from milk manufacturing areas. 
The first and best known was adopted 
in the Federal milk marketing order 
for Boston, Mass., on April i, 1948. 
Changes in department store sales in 
New England, the United States index 
of wholesale prices, prices of feed, 
and wages of hired farm laborers in 
New England were combined into 
an index number, which in turn deter- 
mined the price to be paid by milk 
dealers for milk for fluid use. The factor 
of department store sales later was 
replaced by a factor of income per 
capita. 
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FORMULA PRICING devices reduce the 
frequency of bargaining over price; 
distribute risk differently than if defi- 
nite prices are agreed upon in advance; 
center attention on premiums and dis- 
counts or differentials, rather than on 
price levels; and promote continuity 
of relationships between the seller and 
buyer. 

Those characteristics have aspects 
of advantage and disadvantage. The 
effort saved by the cotton mill in bar- 
gaining over price by purchasing on 
call may be devoted to more aggressive 
selling of cloth. The creamery opera- 
tor may be enabled to give closer super- 
vision to operations in his plant. On 
the other hand, such plans reduce 
general participation in transactions 
that establish price levels, and they 
may encourage efforts to manipulate 
prices—the chances of successful ma- 
nipulation being inversely proportional 
to the number of traders likely to enter 
the market. 

The distribution of risk between 
buyer and seller is an important func- 
tion of buying and selling. Ordinarily, 
the benefit of any gain in value or the 
danger of a loss in value goes with 
the title to property. But formula pric- 
ing, by delaying the fixing of the price, 
allows the risk of price changes to re- 
main with the seller. 

Considerations other than gain or 
loss on a particular transaction may 
influence the distribution of risk. 

Processing plants may wish to assure 
themselves of the continued patronage 
of suppliers. A formula price arrange- 
ment enables them to assure suppliers 
of prices that are as favorable as the 
general level of market prices. That 
has been particularly important for 
juice grapes and citrus fruits. 

The effect of these steps is to pro- 
mote continuity of relations between 
buyer and seller. If a product possesses 
intrinsic values not wholly reflected in 
established grades and standards, the 
continuity is a linkage between the 
source of goods of given attributes and 
the users who value those attributes. 
It makes for a more effective market- 
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ing system. But once such linkages are 
established, there is a risk of over- 
looking changes in market conditions 
that may warrant a change in the 
agreement. The buyer or seller may 
withdraw too completely from the 
market. Making of bids and solicita- 
tion of offers should not stop when an 
agreement has been concluded. 

In transactions between the depart- 
ments or subsidiaries of a company, 
and in settlements between coopera- 
tives and their members, prices may 
be set by one of the automatic pricing 
devices used in the free market. 

Many cooperatives adopt a policy 
of paying a current return equal to 
prices paid by competing firms. It is a 
kind of formula price: A base price is 
selected; the premium may be zero; 
and the price fixed is the price paid 
by the competing firm for the same 
period. 

THE POOL, another device coopera- 
tives use, may be called one of the 
automatic pricing devices. The basic 
price source is the price at which the 
cooperative sells the product; the dif- 
ferential in relation to the basic price 
is the operating expense charged 
against the pool; and the basic price 
fixed is the average price during the 
life of the pool. 

Proprietary firms have adopted the 
pooling idea in some instances. The 
producer is paid an advance covering 
part of the value of his product. When 
the season is over, a part of the net 
proceeds is distributed as final pay- 
ment for the goods. Grapes for juice, 
citrus fruits, dried fruits, and tree nuts 
have been sold on such a basis. Some 
advantages are that it allows handling 
of a greater volume with less capital 
tied up; it may result in more favorable 
tax situation; and it avoids some price 
risks on the finished product. 

In basing-point price systems, one or 
more locations may be chosen as bas- 
ing points, usually important process- 
ing centers. A base price is announced 
for each basing point, and prices at 
other points are calculated by adding 
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a freight allowance, usually the lowest 
published railroad freight rate. A proc- 
essor whose plant is located away 
from a basing point charges the base 
price plus freight from the basing 
point. The same processor selling to a 
customer located at the basing point 
will charge only the base price and 
will absorb the cost of transportation. 

THE RESULT of systematic use of a 
common basing point system by all 
firms in an industry is that any buyer 
is quoted identical prices by all sellers, 
regardless of their locations. Some 
buyers are discriminated against, pro- 
ducts are shipped farther than neces- 
sary, and the total cost of marketing 
tends to increase. 

The sugar-refining industry is one of 
those that has used a basing-point 
system of pricing. Prices in the interior 
of the United States are based on 
wholesale prices at seaboard refinery 
locations such as Philadelphia, New 
Orleans, and San Francisco. The base 
prices usually are the same at the 
Atlantic and Gulf points. At Chicago, 
the lowest price for sugar is the New 
Orleans price, plus freight. Refiners 
located at other points may sell in the 
Chicago area, but the cost of freight 
is greater. They charge only the New 
Orleans price plus freight, and ab- 
sorb the added freight. Since the 
Mountain States produce much more 
sugar than can be consumed locally, 
a fully competitive price might be ex- 
pected to be lower than San Francisco 
price plus freight. 

In zone price systems the same price 
is charged to buyers anywhere within 
a given zone. Buyers close to the pro- 
cessing plant fail to gain any advantage 
from their location, while distant 
buyers within the same zone benefit 
from freight absorption. Again, total 
marketing costs may be increased 
because buyers do not have any price 
incentive to patronize the nearest seller. 

Because some pricing methods and 
practices may be or have been tools of 
monopoly, there are laws to curb their 
use.  State and Federal statutes pro- 
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hibit monopolies and combinations in 
restraint of trade—the Sherman Act 
(1890), the Clayton Act (1914), the 
act establishing the Federal Trade 
Commission (1914), and the Robin- 
son-Patman Act (1936). Each in one 
way or another seeks to preserve 
competition by making it unlawful, 
among other things, to conspire or 
combine to monopolize commerce, by 
prohibiting price discrimination, and 
by prohibiting any unfair methods of 
competition. 

Industry groups intent on placing 
restraints on competition frequently 
attempt to penalize those who sell at 
reduced prices. By adopting a basing- 
point or zone system of prices, an 
industry can more easily detect price 
cutting. The base on which a formula 
price rests may be subject to manipula- 
tion. Consequently the use of these 
systems of pricing has been the basis 
of actions by the Federal Trade Com- 
mission, particularly where they were 
accompanied by other activities that 
tended to limit or hinder competition. 

LEGAL REMEDIES are of value in the 
cases where competition is most se- 
riously abused by the use of automatic 
pricing practices. But there are many 
weaknesses of such practices which 
can be mended in other ways. Greater 
price consciousness among buyers and 
sellers—more shopping around—is one 
of them. To make it easier, more 
information should be published con- 
cerning the premiums and discounts 
used in sales agreements. The market 
quotations that are the base prices for 
sale agreements can be improved by 
increasing the volume of trading—the 
central market made as attractive as 
possible in comparison with direct 
marketing channels. Finally, addi- 
tional or alternative indicators of 
supply and demand conditions can be 
adopted where existing base prices are 
unsatisfactory. The ultimate objective 
is to establish prices resembling as 
closely as possible those that would 
exist in an ideal competitive market. 
{Don S. Anderson, Louis F. Herrmann,) 
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Price Supports 
and 
Competition 

Price-support programs bring into 
the market place an additional type of 
buyer—the Government—a potential 
buyer with relatively unlimited finan- 
cial resources. 

This additional buyer competes with 
the commercial buyers, standing ready 
to give price assistance on all eligible 
production at prices that are known a 
whole season in advance. The objective 
of this buyer, unlike that of commercial 
buyers, is to stabilize prices received by 
farmers rather than to make a profit. 
It sets certain price standards that 
other buyers must recognize. 

Price supports directly to farmers 
were started in 1933 in an effort to 
remove some of the price problems 
that arise in the marketing of farm 
commodities. 

They are programs conducted by the 
Department of Agriculture to provide 
assistance to farmers at certain speci- 
fied dollars-and-cents prices, which, 
once announced, remain unchanged 
throughout the price-support period 
to which they apply regardless of 
fluctuations in the market price. 

Price supports are only one, but the 
most important, of several programs 
that provide price assistance to farm- 
ers. The others include the marketing 
agreements and orders (discussed in 
the following chapter) and "Section 
32" surplus-removal operations to de- 
velop wider markets in the United 
States or abroad for limited quantities 
of agricultural commodities and their 
products (principally perishable com- 
modities) that are in surplus supply. 

The problem of instability of farm 
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prices had been present before 1933. 
Suggestions for improvement were 
numerous and varied, depending upon 
the immediate price situation. Just be- 
fore and during the early 1920's, for 
example, a drop in exports of some 
farm commodities caused concern. 
The proposals for assistance took the 
form of "two-price plans" of one kind 
or another, the export debenture plan, 
the McNary-Haugen equalization plan 
(which was passed twice by Congress 
in 1927 and 1928 but vetoed) and the 
domestic allotment plan. All the plans 
were designed to encourage exports 
by providing a price for foreign sales 
in competition with exports from other 
countries much lower than that pro- 
vided for domestic sales. In fact, the 
increase in foreign sales was supposed 
to shorten domestic supplies and raise 
prices for the portion of the commod- 
ities used in the United States. 

In the late 1920's there appeared to 
be a need to strengthen the farmers' 
position in the domestic marketing of 
their commodities, and the Congress 
established a Federal Farm Board 
under the Agricultural Marketing Act 
of 1929. 

At first the board stressed the devel- 
opment of farmer-owned cooperative 
marketing associations to provide price 
stability. When prices continued to 
decline in the latter part of 1929, em- 
phasis was shifted to direct price action 
through loans to stabilization corpora- 
tions (owned by cooperatives) for the 
purchase of commodities, chiefly cot- 
ton and wheat. The price-stabilization 
actions were abandoned in 1932 after 
large stocks were accumulated. Most 
of the board's funds were tied up and 
operations were discontinued. The 
board had come to the conclusion that 
it was not possible to stabilize prices 
over a period of years in the face of a 
constantly accumulating surplus. 

The Farm Board experience and the 
heavy stocks of storable commodities 
and relatively large numbers of live- 
stock on hand did much to shape the 
Agricultural Adjustment Act of 1933. 
Under the programs authorized in that 



352 

act, reliance was to be placed entirely 
upon production controls for most 
commodities, although some provision 
was made for the use of marketing 
agreements. Production control was 
to be implemented by levying process- 
ing taxes upon the particular commod- 
ity to be controlled with the proceeds 
of the tax returned to cooperating 
farmers. The act also in effect provided 
for a two-price scheme, as the process- 
ing tax or its equivalent was to be re- 
bated on products exported. 

Within a few months it became clear 
that control of production and mar- 
keting through control of acreage and 
livestock numbers was a relatively slow 
process—one that would take some 
time to work itself out in terms of farm 
prices. The Commodity Credit Corpo- 
ration therefore was created under the 
President's emergency powers in the 
fall of 1933, and the first price-support 
loans as we now know them were made 
on corn and cotton that fall. 

The Supreme Court in January of 
1936 declared unconstitutional the 
production-control features of the 
Agricultural Adjustment Act of 1933. 
There followed shortly the enactment 
of the Soil Conservation and Domestic 
Allotment Act of 1936, which (among 
other things) provided some control of 
the acreage of the main soil-depleting 
crops by offering inducements to soil 
conservation practices. 

But the inducements offered under 
this new act were found to be too weak 
and too indirect to obtain effective 
control of acreage, and, when the large 
crops of 1937 were followed by a 
recession in business, the Congress 
adopted the Agricultural Adjustment 
Act of 1938. That act, which is still 
basic legislation, except that the price- 
support provisions have been rewrit- 
ten, provided for price-support loans— 
mandatory for the first time on certain 
commodities at levels ranging between 
52 and 75 percent of parity—to hold 
supplies from the market in years of 
plenty for storage and return to the 
market in years of reduced supplies. 

The act also provided for marketing 
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quotas, keyed to acreage allotments, 
which were intended to keep supplies 
of certain commodities designated as 
the basic agricultural commodities in 
line with market demand. 

Shortly before the entry of the 
United States into the Second World 
War, to encourage increased out- 
put by minimizing the price risk in- 
volved in wartime expansion, Congress 
passed the Act of July i, 1941 (the so- 
called Steagall Amendment) and sec- 
tion 8 of the Stabilization Act of 1942. 
Under those laws, as amended, the 
basic commodities (corn, wheat, cot- 
ton, rice, tobacco, peanuts) and 14 
others on which production increases 
had been requested were required to 
be supported at not less than 90 per- 
cent of parity for the war period and 
2 years thereafter. 

It was the first time that the Con- 
gress had required support at a level 
as high as 90 percent of parity. The 
requirement was extended for an addi- 
tional year, with some modifications, 
by the Agricultural Act of 1948, which 
also reintroduced the idea of flexible 
price supports. 

The Agricultural Act of 1949 be- 
came effective with the 1950 produc- 
tion. It requires the Secretary of Agri- 
culture to support prices of specified 
commodities, authorizes support of 
others after considering certain factors 
prescribed in the act, specifies the per- 
centage of parity or range in percent- 
age of parity at which prices are to be 
supported, and specifies the methods 
of support. 

The 12 agricultural commodities for 
which support is mandatory are the six 
so-called basics and six designated or 
mandatory nonbasics—whole milk, 
butterfat, wool, mohair, tung nuts, 
and honey. Prices may be supported 
by means of loans, purchases or other 
operations that will provide support in 
the market place. Price-support levels 
for field crops, as far as practicable, 
are announced before the planting 
season. For other commodities they 
are announced before the beginning of 
the marketing year or season. 
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PRICE-SUPPORT PROGRAMS have af- 
fected the price level, production, and 
marketing of a rather wide group of 
agricultural commodities in a number 
of ways. The effects have varied so 
much from commodity to commodity 
and from year to year that it is difficult 
to make a general statement that is 
accurate for all situations. It will be 
possible to discuss only a few of the 
effects. Furthermore, because the en- 
tire program was under review at the 
time this chapter was written, the 
authors have tried to describe certain 
effects without seeking to imply that 
any specific features of the program 
are or are not desirable. 

Some idea of the scope can be given 
by a few figures. In recent years pro- 
grams were announced for about 25 
commodities or groups of commodities 
that represent about 40 percent of 
farmers' cash receipts from farm mar- 
ketings. In 1933 they covered only 
cotton and corn. During the Second 
World War they covered about 30 
commodities. 

The size of the operations has varied 
from year to year, as indicated by the 
percentage of total output of 7 crops 
placed under price support from the 
1951 and 1952 crops, respectively: 
Corn 1 percent, 13 percent; Upland 
cotton 7 percent, 15 percent; peanuts 
50 percent, 9 percent; tobacco 10 per- 
cent, 7 percent; wheat 22 percent, 36 
percent; dry edible beans 18 percent, 
15 percent; grain sorghums 9 percent, 
4 percent. (The figures include com- 
modity loans later redeemed.) 

Most activities have involved stor- 
able commodities, principally wheat, 
corn, and cotton—commodities on 
which the Department of Agriculture 
operating agency, the Commodity 
Credit Corporation, operated on about 
a break-even basis from 1933 into 
1953. For example, more than 65 per- 
cent of the total amount of 18.1 billion 
dollars in price support extended under 
CCC programs from the beginning of 
the Corporation's operations through 
June 30, 1953 (not to be confused with 
the value of commodities acquired by 
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Commodity Credit Corporation or 
CCC losses), was on three storables— 
wheat, cotton, and corn. CCC opera- 
tions on a few perishable commodities, 
such as potatoes, eggs, and dairy prod- 
ucts (which have been discontinued 
except those for dairy products) have 
represented only a small part of the 
total price support extended. However, 
these perishables have accounted for 
around 73 percent of CCC's total loss 
of about 1.1 billion dollars in the same 
period—that is, 1933 through June 30, 
1953. 

THE GOVERNMENT through the CCC 
has sought to stabilize prices by elimi- 
nating much of the price risk farmers 
themselves carried before prices were 
supported. It has sought to do this 
by providing farmers with more spe- 
cific advance knowledge of future 
prices on which to base production 
plans. Price-support levels generally 
are announced before planting time. 
After harvest, the Government has 
sought to lower price risk by loans, 
purchases, or purchase agreements 
that give farmers the opportunity to 
obtain the support price. The loans 
and purchase agreements seek to make 
it possible for the farmer to market 
his crop in a more orderly manner over 
the course of the season, and to take 
advantage of any price increases with- 
out the risk of accepting price declines 
below the support level. 

Several general observations can be 
made about the effect of this additional 
buyer on prices. 

One is that when support programs 
affect prices, the effect extends beyond 
the specific producers who participate 
in the loan or purchase program and 
the specific commodities that are sup- 
ported. The removal of part of the 
supply from the market by the Govern- 
ment affects the prices received by all 
producers of the commodity. 

Another observation is that price- 
support operations on one commodity 
affect prices of competing commodities. 
This degree of competition among 
several commodities complicates deci- 
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sions that the Government must make 
with regard to the level of price sup- 
port and the way in which the support 
is to be provided. A price-support level 
for a particular commodity that is 
higher than the market price for com- 
peting commodities may result in 
some loss of market to the competing 
commodities. 

Furthermore, a support price that 
holds the price of an agricultural 
commodity above the so-called eco- 
nomic equilibrium price and thereby 
results in Government stocks may lead 
to any one or a combination of situa- 
tions. If emergency situations occur, 
the surpluses may become an impor- 
tant asset. Otherwise, the situation may 
require disposition of the commodity 
into uses or outlets other than normal 
commercial channels of trade with 
accompanying dollar losses. In some 
instances the situation may lead to 
strong marketing controls. Among 
perishables there also is the possibility 
of a physical waste of surplus stocks 
because of inability to move them and 
the possibility of large dollar losses if 
the stocks are moved outside commer- 
cial channels. Large financial losses are 
also possible in the case of storables, 
especially if production controls are 
not employed. 

The presence of the additional buyer 
may have affected the national price 
pattern for some commodities. There 
are several reasons. One relates to the 
grade, quality, and location differen- 
tials that are established under many 
price-support programs and generally 
are based on historical price relation- 
ships. Support prices, including the 
price differentials, furnish guidepoints 
that the farmer uses in deciding 
whether to sell in the open market or 
participate in the support program. 
They also affect what buyers offer and 
the flow of commodities to individual 
markets. If prices stay close to support 
levels over a period, the differentials 
in themselves can establish some 
rigidity in the market price structure. 

The presence of the additional buyer 
has not always resulted in a market 
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price at or above the support level. The 
announcement of a program ordinarily 
tends to keep market prices from fall- 
ing too far below the effective support 
level because the farmers know that 
regardless of the market situation 
they have the opportunity to obtain 
at least the support price for eligible 
commodities. 

In most instances the program pro- 
vides price support directly only to the 
producer. The degree to which most 
programs actually support prices thus 
depends largely on the extent to which 
farmers voluntarily avail themselves 
of price support. The extent to which 
farmers do not participate when 
prices are at support level is affected 
by many factors, such as lack of ade- 
quate farm storage facilities, small 
amount of production, poor prospects 
for market price increases during the 
loan period, poor storage quality of 
the crop, and willingness of some 
farmers to accept slightly less than the 
support rather than go through the 
process of taking out a Government 
loan. In addition, certain portions of 
a crop will not meet eligibility re- 
quirements. Market prices sometimes 
therefore do go below the support 
level. Often that occurs temporarily 
at harvest. In some years, however, 
prices stay below the support level the 
entire season—whenever free supplies 
(that is, total supplies less those im- 
mobilized by loans) exceed the com- 
mercial market demand at the support 
price. 

Price supports have influenced total 
agricultural production by cutting 
risks and have influenced the agri- 
cultural production pattern by affect- 
ing the competition among different 
agricultural commodities for produc- 
tion resources. 

A production and marketing prob- 
lem that has arisen under price 
support is that only certain commod- 
ities receive support. 

Price supports in 1953 applied to 
commodities representing only 40 
percent of farmers' cash receipts; a 
larger segment of production—around 
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Go percent of farmers' cash income— 
received no direct support. The group 
that received no direct price support 
in 1953 consisted principally of hog 
raisers, cattle producers and feeders, 
poultrymen, and producers of prac- 
tically every kind of fruit and vegetable 
and a number of other cash crops. For 
livestock and livestock products, it 
means that in general producers may 
not be able to obtain one of their basic 
cost items, feed, at less than support 
prices; yet they (except for producers 
of dairy products) sell their output on 
an unsupported market. In such cir- 
cumstances there is considerably less 
opportunity for production costs to 
adjust in line with selling prices—a 
condition that can result in livestock 
production getting out of line with 
feed supplies. The cost problem ap- 
pears to have been offset to some 
extent by the more stable high-level 
supplies of feeds that have been en- 
couraged while price supports have 
been in effect. The situation has given 
rise to many conflicting views among 
livestock producers, feed producers, 
economists, and consumers. 

Price supports have been a factor in 
a number of major changes in market- 
ing practices for farm commodities. 

The Department of Agriculture has 
sought to encourage both increased 
farm storage and development of im- 
proved types of farm storage facilities, 
including handling and conditioning 
equipment. That was done to help 
farmers move their crops to market in 
a more orderly manner instead of being 
forced to sell them at harvest if prices 
were low. Another reason for increased 
farm storage for some crops, such as 
feed grains, was to save transportation 
and handling costs because a large pro- 
portion of feed grains are used on farms 
in the area where grown. 

PRICE SUPPORTS have brought about 
the use in a number of commodities of 
uniform warehouse storage agree- 
ments. The agreements establish uni- 
form responsibilities of all warehouse- 
men who store commodities under a 
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loan program (regardless of the State 
in which they are located). They 
specify the terms and conditions of 
storage during the loan period and 
after acquisition by the Government. 
They were adopted to permit farmers 
a wide choice in selecting warehouses, 
and at the same time give the Govern- 
ment the same protection regardless 
of which warehouse was selected. 

The agreements have had certain 
effects on warehouse storage opera- 
tions. For example, warehousemen 
have been given a greater degree of 
responsibility for the care and safe- 
keeping of the grain. The agreements 
also require warehousemen to re- 
deliver grain based on quality factors 
within the grades; warehousemen 
otherwise may deliver merely the nu- 
merical grade specified on the ware- 
house receipt. 

Government price-support loans have 
resulted in several changes in com- 
modity financing. One change has 
been the introduction of nonrecourse 
crop loans. Government loans are non- 
recourse because producers can fully 
satisfy the loan by delivering the com- 
modity regardless of the market price. 
Nonrecourse loans were developed so 
that the loan programs could actually 
support prices. Farmers would prob- 
ably not have participated in the loan 
program, on any wide scale, if they 
had been held liable for any deficien- 
cies in the event of a price drop. 

Another change has been the rela- 
tively low interest rate, which is paid 
only if the farmer redeems the loan. 
For a long time the interest rate on 
CGG loans was 3 percent. In 1952 it 
was raised to 3¾ percent and in 1953 
to 4 percent. On 1954 crops the rate 
has been announced at 3¾ percent. 
The changes have been made without 
affecting the channels through which 
commodity loans generally are made. 
Most price-support loans are handled 
by commercial banks or other estab- 
lished credit agencies—usually those 
with which farmers transact their reg- 
ular business. 

Some persons feel that the existence 
281437°—54- -24 
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of price-support programs has had 
some effect on the ability of farmers to 
obtain credit for financing farm opera- 
tions. They point out that lending 
agencies are more willing to extend 
credit to producers who are cooperat- 
ing and participating in the price- 
support program because the agencies 
are better able to determine in advance 
the probable income of the farmer from 
his crops. 

One major change in selling prac- 
tices under price support is that the 
grading of some commodities before 
sale by farmers has become more wide- 
spread. Grading before sale has been 
encouraged, because the Government's 
loans or purchases apply to the quan- 
tities that meet specified quality re- 
quirements. The support rate is ad- 
justed for the various qualities. For 
cotton, rice, and tobacco, for example, 
the grade requirement has resulted in 
the establishment of increased Govern- 
ment grading services. 

ANOTHER BASIC CHANGE affecting 
marketing brought about by price sup- 
port has been the development (pri- 
marily in tobacco and peanuts, and to 
a limited extent in cotton and wheat) 
of methods of controlling the amount 
that individual producers may market 
during seasons when supplies are ex- 
cessive. That has been done by means 
of marketing quotas. 

Quotas control supplies by establish- 
ing a national marketing quota for a 
commodity and dividing that into each 
individual farmer's marketing share. 
Quotas involve cooperative action of 
producers as they are put into effect 
only after approval of at least two- 
thirds of the producers voting. Once 
approved, quotas apply to all produc- 
ers and enable farmers to divide upon 
an equitable basis the available market 
at the support price. Only cooperators 
receive price support. 

When quotas are temporary—that 
is, used for a year or so and then 
dropped—they generally do not have 
long-time effects on the production 
and marketing patterns. Once estab- 
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lished on a somewhat permanent basis, 
they tend to make the production pat- 
tern rigid, by areas and producers. 
There appear to have been fewer diffi- 
culties in dividing the market equitably 
among individual farmers when quotas 
have been in effect on a rather perma- 
nent basis. Difficult problems in estab- 
lishing an acceptable basis for alloca- 
tion among individual farmers have 
been created when quotas have been 
used intermittently. 

Price supports also have affected 
marketing by shifting to the Govern- 
ment certain responsibilites for carry- 
ing stocks and then for disposing of 
the stocks. Before price support, such 
stocks were held by buyers for resale 
and by processors. Those groups still 
hold stocks as long as prices are appre- 
ciably above the support level. Once 
prices get close to support, the carrying 
of reserves is shifted to the Govern- 
ment, which makes maximum practi- 
cal use of private storage. The Govern- 
ment is faced with complications, 
because, unlike private sellers, it has 
the responsibility by law of handling 
disposal in a manner which will not 
affect the current price-support pro- 
gram or the orderly marketing of the 
commodity. It lacks the flexibility of 
commercial sellers because there are 
statutory provisions that govern the 
prices at which commodities acquired 
under price support may be sold by 
the Government. 

The introduction of price-support 
programs, which gave farmers an ef- 
fective bargaining means for holding 
price fluctuations on the downside 
somewhere near the price-support 
level, has also introduced a series of 
new factors into the market that com- 
mercial traders and industrial users 
of price-supported commodities must 
consider. 

BUSINESS REACTION to price-support 
programs generally has been mixed. 
Commercial traders generally have 
felt that the programs introduced 
an undesirable degree of rigidity in- 
to the market. Many of the industrial 
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users have looked upon the stability 
introduced into the market as a 
relatively desirable feature. Some of 
the processors in effect have used the 
support program as a hedging device 
and have concentrated their efforts 
on obtaining profits through more 
efficient operations. Both the Congress 
and the Department have recognized 
from the start that the programs should 
be so handled as to minimize Govern- 
ment interference and maintain maxi- 
mum use of private or commercial 
facilities. 

The fact that the support levels 
are set under Government authority 
and that large reserve stocks are held 
on many occasions introduces as a 
new market factor the question of 
possible changes in Government dis- 
posal, loan, or purchase policies either 
by means of legislation or administra- 
tive decision. 

Over most of the past 20 years, the 
Congress has tended to increase both 
the permissible and mandatory sup- 
port levels as a percentage of parity 
while the parity standard itself over 
the course of years has tended to 
increase or remain the same. 

Under those circumstances there 
are a number of instances in which it 
appears that the normal holding of 
large stocks under price support 
has been a strengthening factor in the 
market, especially when the trade 
had confidence that the stocks were 
strongly held. 

THE EFFECTS of price support on 
marketings have extended to inter- 
national trade as well as to domestic 
marketings. For several years during 
and immediately following the Second 
World War, price-support programs 
were an important factor in providing 
the increased production and reserve 
supplies needed to fill foreign require- 
ments. With the recent recovery of 
production in Europe and competing 
exporting countries, price supports 
have had different effects. 

For some commodities, they have 
kept domestic prices above price levels 
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in some foreign countries. That, in 
turn, has had two effects: It has 
tended to discourage exports or to 
require export subsidies to maintain 
export outlets; it has led to import 
controls to prevent competing imports 
from interfering with domestic price- 
support operations. The import quotas 
imposed on several commodities under 
section 22 of the Agricultural Adjust- 
ment Act, as amended, illustrate this 
situation. As long as domestic prices 
are at or below support levels which 
are above world levels, such problems 
will persist. Similar problems have 
occurred and would continue to occur 
when imports tend to depress domestic 
prices even in the absence of price- 
support programs. {Sidney JV*. Guhin, 
J. Murray Thompson,) 

Marketing 
Agreements 

Marketing agreement and order 
programs have been used primarily 
for fluid milk and fruits and vegetables. 
Their aim is to bring about orderly 
marketing and thereby improve prices 
to producers. 

They are authorized by the Agricul- 
tural Marketing Agreement Act of 
1937. They are used in particular pro- 
duction or marketing areas. 

A marketing agreement is voluntary. 
It is a contract between handlers of a 
commodity and the Secretary of Agri- 
culture. It is an agreement to control 
marketing in interstate commerce. The 
statute provides that the agreements 
are not in violation of the antitrust 
laws. 

A marketing order is mandatory. It 
is issued by the Secretary of Agricul- 
ture. It applies provisions identical to 
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those of the marketing agreement to all 
handlers in the area covered by the 
program. 

The act gives wide latitude as to the 
commodities that may be regulated 
and the types of regulation that may 
be used in marketing agreements. The 
act specifies the commodities eligible 
for a marketing order and the types of 
regulation permissible in an order. A 
marketing agreement alone is seldom 
effective. It is rarely used without an 
accompanying order. Thus the com- 
modities for which effective programs 
may be undertaken and the types of 
usable regulations are limited by the 
order provisions of the act. 

A marketing order may be issued for 
a commodity only if at least two-thirds 
of the producers or those who produce 
two-thirds of the volume have ap- 
proved the order. Besides, handlers of 
at least one-half the volume must have 
signed the marketing agreement or the 
Secretary of Agriculture must find that 
an order is the only practicable way to 
accomplish the objectives of the act 
even though handlers of one-half of the 
volume have not signed the marketing 
agreement. 

Milk orders normally are issued with- 
out marketing agreements. Most fruit 
and vegetable orders are accompanied 
by marketing agreements. The differ- 
ence is due partly to the fact that most 
fruit and vegetable cooperatives func- 
tion as handlers and therefore are im- 
portant signers of marketing agree- 
ments. That is not true of most fluid 
milk cooperatives. Another reason for 
the difference stems from the different 
types of regulations authorized for the 
two groups of commodities and the 
relative need for handler cooperation 
and participation in the administra- 
tion of the regulations. 

THE GOAL of the act for fluid milk is 
to achieve a uniform minimum price 
to producers that will reflect prices and 
supplies of feed and other supply and 
demand conditions in the area and 
that is necessary to obtain an adequate 
supply of pure and wholesome milk. 
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For other commodities the aim is to 
achieve parity prices. No regulations 
are authorized with respect to com- 
modities other than milk when prices 
are above parity except to maintain 
or establish minimum standards of 
quality and maturity in the public 
interest. 

Orderly marketing has never been 
specifically defined, it sometimes im- 
plies a price objective or stability of 
prices. Usually it refers to the means of 
approaching the objective. Frequently 
it connotes unified action by producers 
or producers and handlers. Effective 
action normally requires Government 
approval. Usually it involves a plan of 
action to take advantage of the char- 
acteristics of the demand for the com- 
modity. 

The programs grew out of voluntary 
schemes developed by agricultural in- 
dustries to meet their marketing prob- 
lems. Cooperative marketing associa- 
tions had a dominant role in the 
programs. Plans similar to those now 
established under marketing-agree- 
ment legislation were developed in the 
1920's and were used to improve 
prices. They were only partly success- 
ful. Some producers and handlers 
profited without participating. 

The sharp drop in purchasing power 
of consumers during the early 1930's 
depressed prices, so that large amounts 
of milk and of many fruits and vege- 
tables remained unmarketed. 

Marketing-agreement programs were 
authorized by the Agricultural Ad- 
justment Act of 1933. Marketing agree- 
ments were first regarded as an alter- 
native to the production-adjustment 
approach for basic commodities. Their 
particular applicability to the market- 
ing of fluid milk and specialty crops 
was not widely recognized. The Secre- 
tary of Agriculture was authorized to 
enter into agreements with handlers of 
agricultural commodities in interstate 
or foreign commerce and to issue them 
licenses. The thought was that licens- 
ing could be used to prevent unfair and 
inefficient trade practices. 

Thereupon  industries  that   needed 
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help submitted proposals for marketing 
programs to the Secretary of Agricul- 
ture for consideration. Some handlers 
refused to participate in the marketing 
schemes. To offset this, licenses were 
issued compelling all handlers to com- 
ply with the provision of the marketing 
agreements. 

Additional legislation was provided 
by amendments to the act in 1935 and 
by the Agricultural Marketing Agree- 
ment Act of 1937. Orders replaced the 
licenses of the earlier programs. Con- 
ditions governing their issuance, in- 
cluding approval of producers, were 
established. The types of control that 
could be effected were specified. The 
commodities for which orders could 
be established were limited. The 
Secretary was authorized to select 
industry committees or agencies to 
assist in the administration of the pro- 
grams. Assessments on handlers were 
authorized to defray the expenses of 
the agencies. 

An amendment in 1947 authorized 
for commodities other than milk the 
establishment of minimum standards 
of quality and maturity in the public 
interest. 

The programs embrace both volun- 
tary control, represented by marketing 
agreements, and regulatory control, 
enforced by orders. They apply pri- 
marily to specific areas (marketing 
areas for milk and production areas for 
other commodities), whose particular 
problems they are designed to meet. 
They do not use public funds to obtain 
their objectives. 

The legislation alone imposes no con- 
trol. Neither does it assure that control 
necessarily will be established. It is 
enabling legislation. Programs may be 
undertaken for specified commodities 
provided conditions within the area 
are such that a satisfactory and prac- 
tical program can be developed within 
the authority and limitations of the act. 
The programs, financed by the inter- 
ested industry, provide for a large de- 
gree of industry participation in their 
development and operation, with the 
necessary governmental sanction and 
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supervision to assure effectiveness and 
to protect the interests of individuals 
and the general public. 

THE TASK at the outset was to adjust 
prices or marketings to offset at least 
part of the effect of the depression of 
the early 1930's. Later they were used 
to help meet continuing and special 
marketing problems. 

Stability is a basic and continuing 
marketing problem confronting pro- 
ducers of milk that is to be sold as fluid 
milk. Such milk costs more than milk 
to be used for manufactured products 
mainly because it must meet stricter 
sanitary regulations in most urban 
markets. Milk is extremely perishable; 
it must be in steady supply, produc- 
tion is seasonal, and an adequate sup- 
ply in winter means too large a supply 
in summer. Distributors of fluid milk 
in cities are relatively large and few in 
number. Prices of milk to consumers 
do not change frequently. Any surplus 
supplies of fluid milk must be used for 
manufactured products. When that 
occurs, pressures develop to price fluid 
milk at levels of those products. 

To combat such instability and estab- 
lish orderly marketing conditions, pro- 
ducers in many milksheds formed co- 
operative associations to bargain with 
distributors. But the cooperatives were 
never able to persuade all producers to 
join. Nor have they been able to bar- 
gain effectively with all distributors. 
The voluntary programs therefore were 
only partly effective. The regulatory 
authority of the legislation has been 
used from the outset to establish or- 
derly marketing and uniform mini- 
mum prices to producers. 

The pricing of fluid milk is a difficult 
problem in most market areas. The 
general nature of the problem is much 
the same, but conditions in the indivi- 
dual markets change constantly. Pric- 
ing must therefore be a continuous 
process if marketing is to be orderly. 

THE MARKETING of fruits and vege- 
tables is subject to a wide range of con- 
tinuing problems. Each individual fruit 
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and vegetable commodity has its spe- 
cial problem but most of the problems 
concern the management of supplies 
and seldom can be met by price regu- 
lation. 

Fruits and vegetables are produced 
by the "batch" method—not the "con- 
tinuous process," as is milk. The 
batches must be cared for when they 
are ready. Markets are usually in dis- 
tant consuming centers. The size, qual- 
ity, and timing of the batches cannot be 
predetermined precisely. Bad weather 
often causes a bunching of supplies that 
go to market from different producing 
areas. Marketing costs are high and 
relatively inflexible. Maladjustments of 
market supplies in terminal markets 
cause erratic price changes which are 
passed back to producers. 

The fruit industries, because of the 
perennial nature of the producing 
plant and the effect of weather upon 
supplies in a particular season, experi- 
ence a most difficult task in tailoring 
the volume and composition of their 
available supplies to fit the demands of 
consumers. To a lesser extent this prob- 
lem is encountered by the vegetable 
industries. To that end, marketing 
agreement and order programs have 
been developed and used by the fruit 
and vegetable industries. 

ANY INTERESTED INDUSTRY group can 
propose a marketing agreement and 
order program. After a request has 
been received, the Department of Agri- 
culture provides information and help 
in developing a proposal. A public 
hearing is held if the Secretary of Agri- 
culture finds that the proposal will be 
helpful in establishing orderly mar- 
keting. 

Any interested person can give testi- 
mony at the hearing regarding condi- 
tions in the industry, the need for 
regulation, the parties to be regulated, 
and the purpose of each provision of 
the proposal. After the hearing, time 
is allowed for the filing of briefs by 
those who may wish to suggest conclu- 
sions from the testimony. Then the 
transcript is studied and a recommen- 
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dation based upon the hearing is is- 
sued. Interested persons are given time 
to file exceptions to the recommended 
decision. The Secretary issues his deci- 
sion after the exceptions have been 
studied. 

If the decision is favorable, produc- 
ers vote on whether or not they wish 
the issuance of an order, and the pro- 
posed marketing agreement is offered 
to handlers for signature. If the requi- 
site approval of producers is obtained 
and enough handlers sign the market- 
ing agreement, it and the order be- 
come effective. Or, under the condi- 
tions previously noted, the order may 
be issued without the marketing agree- 
ment, if it has the approval of produc- 
ers. Procedures to be followed are set 
forth in the Administrative Procedure 
Act of 1946 and in regulations issued 
by the Department. 

The wording of a marketing agree- 
ment or order covers definitions; pro- 
visions for the selection of an agency 
to carry out the terms of the program 
in the prescribed area; arrangement 
for handler assessments to pay the 
agencies' expenses; regulatory provi- 
sions, including those to be issued 
under the program; reports to be made 
by handlers; and the effective time and 
termination of the program. 

The control of market supplies under 
fruit and vegetable programs, as con- 
trasted with the fixing of producer 
prices under milk orders, requires a 
different plan of administration. The 
supplementary regulations necessary in 
the control of market supplies are not 
required in milk orders. Industry com- 
mittees, usually composed of produc- 
ers and handlers, are selected by the 
Secretary to help administer fruit and 
vegetable programs. Market adminis- 
trators are appointed for milk orders. 

The regulatory provisions, as re- 
quired by the act, differ widely in the 
two types of programs. Milk programs 
contain three principal regulatory pro- 
visions. First, milk is classified as to use 
into two or more classes—fluid milk 
and milk products. Second, a formula 
is set forth to determine the uniform 
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minimum prices which handlers pay 
for the milk sold in the respective 
classes. Finally, a basis for payment to 
producers incorporating pools, either 
on an individual handler or market- 
wide basis, is set forth. Once the order 
is issued, the methods of pricing and 
settlement become effective and re- 
main so unless the program is amended 
or terminated. Effective milk regula- 
tion needs a wide latitude for adapting 
the programs to the varying and diver- 
gent situations in different marketing 
areas. 

In most fruit and vegetable pro- 
grams, regulations are recommended 
by the industry committees and sub- 
sequently issued by the Secretary. 
Neither the quantity nor composition 
of the available supplies of fruits and 
vegetables can be determined with 
reasonable accuracy until shortly be- 
fore the start of the marketing season. 
As a consequence, recommendations 
for regulations are not made until just 
before the season begins. 

Two principal types of regulations 
have been used in marketing agree- 
ment and order programs for fruits and 
vegetables—regulation by volume and 
by grades and sizes. 

Volume regulation is a means of 
limiting the volume of shipments to 
particular channels during a given 
period. One approach is to limit the 
total amount shipped during the sea- 
son. Another is to limit the amount 
that may be shipped to a particular 
outlet and to divert the rest to an 
alternative outlet. For example, the 
sales of walnuts in unshelled form may 
be limited, and the remainder diverted 
to shelled markets. Or, one or more 
pools can be established, with the 
"salable" tonnage limited and the re- 
mainder diverted to a "surplus" or a 
"reserve" pool, as in the case of raisins. 
Such programs are used when the 
nature of the demand for the com- 
modity is such that a reduction in total 
supplies offered for sale or a diversion 
of supplies from one channel to others 
results in an increase in returns to 
producers. 
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Volume is sometimes controlled to 
regulate the rate of flow to market. 
That may or may not reduce the total 
quantity of shipments. It aims to pre- 
vent gluts and to adjust the rate of 
movement to market demands. Such 
control, for example, governs the pro- 
gram for fresh lemons to assure a 
higher and steadier level of prices 
throughout the season. 

Shipping holidays have been used a 
few times. Usually they have worked 
well at the start, but after they have 
been used once or twice, handlers have 
anticipated them and have shipped 
heavily in advance, thereby defeating 
the purpose. 

Nearly every program provides for 
the regulation of shipments of fruits 
and vegetables by grades, or sizes, or 
both. Such regulations are designed to 
improve average prices to producers 
by restricting the shipments of poor 
quality—heavily discounted—grades 
or sizes. 

The regulations often prohibit ship- 
ments of immature fruit, a practice 
attempted by some shippers to take 
advantage of high prices in the early 
part of the season. 

Unfair trade practices have been 
prohibited in one of the fresh-fruit pro- 
grams to prevent deceptive methods of 
packing fruit. Price posting—a provi- 
sion requiring handlers to post the 
prices at which sales are made—has 
been used in two programs. Its purpose 
has been to prevent destructive price 
cutting. 

One of the many problems in con- 
nection with the programs is to apply 
the regulations uniformly to all han- 
dlers and producers whom they affect. 
Some individuals in any group may 
feel the impact of regulations more or 
less than others in the group. For ex- 
ample, a big shipper of fruits and veg- 
etables usually can adjust to quantity 
regulations easier than a little shipper 
can, or the producer of high-quality 
produce may be disturbed less than 
other producers by regulations as to 
grades and sizes. 

The programs must be adjusted to 
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PROGRAMS IN EFFECT UNDER FEDERAL MARKETING AGREEMENT LEGISLATION, 

1933-34 TO  1953-541 

Milk Fruits and vegetables 

Fiscal year 

1933-34  
1934-35  
1935-36  
1936-37  
1937-38  
1938-39  
1939-4°  
1940-41  

1941-42  
r942-43  
1943-44  
1944-45  
1945-46  
1946-47  
1947-48  
1948-49  
1949-50  

1950-51  
1951-52  
1952-53   
1953-54 3  

Fluid 
milk 

30 
51 

43 
29 
25 
27 

29 
27 
25 
25 
29 
3O 
32 
3O 
37 

l¿ 
49 
49 

Milk 
products Total 

32 
53 
45 
31 
27 
29 
33 
30 

: 
26 
26 

30 
31 
32 
30 
37 

í¿ 
49 
49 

Fresh 
and 

canned 
fruits 

8 
12 

7 
3 

.4 
5 
7 
9 

11 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
10 
12 

Dried 
fruits, 

hops, 
and tree 

nuts     Potatoes 

4 
4 
4 
4 
4 
4 

Other 
vege- 

tables 

4 
3 

i 
I 
5 
4 
4 
4 
4 
2 

Other 
corn- 

Total   modities2 

9 
21 

:5 
^5 

:: 
í9 
22 
22 
22 

\l 
18 
21 
27 

^° 

11 

5 
2 
2 
2 
2 
2 

1 Before 1935-36 these programs were marketing agreements, licenses, or both; programs 
issued after August 24, 1935, were marketing agreements, orders, or both. Some Jicenses 
continued after that date but subsequently were terminated or reissued as orders. 

2 North Pacific wheat, tobacco, peanuts, rice, turpentine and rosin, alcoholic beverage im- 
ports, package bees and queens, and anti-hog-cholera serum. Since 1935 programs for the 
last item were under the Anti-Hog-Cholera Serum and Virus Act ofiqss. 

3 To April 1, 1954. ^ 

changes in production and marketing 
conditions. There is a tendency to re- 
sist change despite the dynamics of 
marketing. 

Some dangers are inherent in the 
application of controls to market sup- 
plies: If regulations maintain prices at 
levels that encourage an unwarrant- 
able expansion in production, the 
greater supplies will magnify the price 
problems that the regulations were 
intended to solve. Experience with 
most of the programs, however, tends 
to disprove this concern, since produc- 
ers are loath to discard any marketable 
supplies. 

Not all commodities qualify for the 

programs. Under the act, for instance, 
marketing orders may not be issued for 
most fruits and vegetables produced 
for canning or freezing. Also, condi- 
tions favorable to the existence of a 

marketing agreement and order pro- 
gram do not exist in all production and 
marketing areas. 

Several conditions favor the develop- 
ment and maintenance of the pro- 
grams. The presence of a large cooper- 
ative organization, although not a pre- 
requisite, contributes substantially to 
their development and operation. Sim- 
ilarity of production and marketing 
conditions in an area is important. Op- 
erations are more successful if there is 
a concentrated production of the com- 
modity within a relatively small area. 
There should exist common marketing 
problems and also recognition and ac- 
ceptance of the problems by producers 
and handlers. Finally, nature of the 
demand for the product must permit 
the formulation of a workable market- 
ing scheme whose value can be demon- 
strated to producers. 



MARKETING  AGREEMENTS 

SEVERAL FACTORS have influenced 
the growth of the programs. 

The broad authority for marketing 
agreements and licenses under the ini- 
tial legislation and the low prices dur- 
ing the early 1930^ caused great inter- 
est in the programs. Their total num- 
ber reached 79 in 1934-1935, compared 
to 77 in April 1954. Difficulties of en- 
forcement and changes in the legisla- 
tion were primarily responsible for re- 
ducing the number to 41 in 1936-1937. 

The number of fluid milk programs 
declined from 51 in 1934-1935 to 25 
in 1937-1938. The number was 49 in 
April 1954. 

There were 21 fruit and vegetable 
programs in 1934-1935, 8 in I93&- 
1937, 30 in 1950-1951, and 26 in April 
1954. 

The number of programs in effect 
each year for milk, fruits and vege- 
tables, and other commodities under 
the marketing agreement legislation is 
shown in the table. 

In the middle 1930's, when demand 
conditions were unfavorable, many 
commodity groups were eager to cur- 
tail their marketings and thereby im- 
prove prices. Marketing agreements 
and orders chiefly regulate marketings, 
however, not production. As the de- 
pression disappeared, interest waned 
in regulating supplies. 

The development of the programs 
was affected also by the availability of 
assistance from public funds to remove 
price-depressing surpluses. 

The coordination of the marketing- 
agreement programs with programs 
involving the expenditure of public 
funds is complicated. Each is designed 
to improve prices to producers. For 
many commodities the programs are 
alternative means toward that end. 
Ideally, when conditions warrant the 
expenditure of public funds to provide 
assistance to producers of a commod- 
ity, an effective marketing agreement 
and order program provides a basis 
for sharing the burden between indus- 
try and Government. 

The issue is the share of the burden 
to be carried by the industry and the 
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Government. The difficulty is in the 
development and administration of 
industry programs capable of assum- 
ing and carrying their share of the 
burden. The danger is that commodity 
groups may maneuver the Govern- 
ment into the position of being solely 
responsible for the program. 

Some fruit and vegetable groups 
have revealed a belief that the pro- 
grams in themselves constitute ade- 
quate marketing programs. Marketing, 
however, requires extensive individual 
operations in assembling, storing, ship- 
ping, selling, and merchandising the 
commodity to be marketed. It requires 
positive, competitive, and aggressive 
action. Marketing agreements and 
orders supplement this action by estab- 
lishing some limits within which it 
takes place. 

The programs provide the means of 
regulating prices of fluid milk and the 
supplies or movement of fruits and 
vegetables in order to effect orderly 
marketing and improve prices to pro- 
ducers. The benefits are obtained with 
some loss of business freedom. Any 
great increase in prices to producers 
through the programs may mean some- 
what higher prices to consumers. Pub- 
lic welfare must be the scale on which 
all gains and costs attributable to these 
programs are balanced. 

From the experience of the past 20 
years, there is little basis to fear that 
the industries interested in these pro- 
grams will seek to have them used in a 
manner which would tip the public 
scale against them. 

The programs enable many com- 
modity groups to sponsor and main- 
tain marketing regulations that supple- 
ment their marketing activities and 
are designed to achieve some stability 
in prices to producers. They provide a 
means for agricultural industries to 
undertake more initiative and respon- 
sibility in the field of orderly marketing. 
They bring into focus the contribu- 
tions of industry and Government 
toward stability of prices and orderly 
distribution of products. {Donald M, 
Rubel, Budd A. Holt.) 



Efficiency 

Unly from research can we 

gain the vision, foresight, and knowledge to reduce gluts 

and shortages, waste and spoilage, high margins, sharp 

practices, ineffective or poor service, and similar obstruc- 

tions to a sound marketing system for agriculture. Much 

research is directed toward increasing the productivity 

of labor because the cost of labor constitutes so large a 

part of the total marketing bill. Labor must be provided 

efficient methods, equipment, and facilities for doing its 

work. Research also is aimed at preventing spoilage by 

bacteria, yeasts, and molds, damage from rough han- 
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dling, deterioration in quality and nutritive value. Im- 

proved refrigeration of perishable foods is one way to 

reduce the loss. Developing new forms in which to mar- 

ket products can help expand the market for farm goods. 

Research to determine how well a new product will be 

received and to answer many other questions involved in 

its distribution must precede commercial processing, for 

there are many obstacles a new product must overcome. 

Trial and error has become too costly a method. 

Ways To Save 
Time and 
Work 

Some products are picked up, set 
down, and otherwise handled 25 or go 
times while they are en route from 
producers to consumers. At each stage 
in the marketing channel they are 
handled and rehandled, loaded and 
unloaded, stacked, and broken out of 
stacks. At one or more of the stages 
most types of products must be 
cleaned, graded, sized, and packed— 
operations that require thousands of 
workers and millions of man-hours of 
labor. The labor required for market- 
ing some products, in fact, exceeds the 
labor put forth in producing them. 

The cost of the labor is the largest 
single item in the marketing bill for 
farm products. In 1950-1952, labor 
costs were about half of the cost of 
marketing farm food products. Since 
marketing charges accounted for about 
one-half their retail cost, labor costs of 
marketing amounted to an average of 

about 25 percent of each dollar spent 
by consumers for farm food products. 

An illustration of how defective fa- 
cilities increase the number of times 
packages are handled, above what is 
normally considered necessary, can be 
seen on a number of wholesale ter- 
minal produce markets. On those mar- 
kets, the railroad lines used for bring- 
ing in receipts were stopped short of 
dealers' stores and warehouses. As a 
result, rail receipts must be unloaded 
from cars on team tracks to motor- 
trucks and carted to the stores. On 
markets having properly designed fa- 
cilities, such as those in Columbia, 
S. C, and San Antonio, Tex., where 
rail lines were brought up alongside 
the rear platforms of the stores, rail re- 
ceipts are unloaded from the cars di- 
rectly onto the storage-room floor. 
No hauling by motortruck is necessary 
and two handlings of packages are 
eliminated. 

Time studies of actual operations 
show that to unload manually a car- 
load of 798 boxes of apples from a car 
on team tracks onto a motortruck, un- 
load the motortruck at the store, trans- 
port the boxes 150 feet to the stacking 
point in the store, and release 6-high 
stacks of boxes in storage position, 
when the clamp-type two-wheel hand 
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trucks are used for handling operations 
at the store, require roughly 15.5 man- 
hours of labor plus about 3 hours of 
motortruck time. The exact require- 
ments in both cases depend on the 
amount of travel time required. To 
unload and place this carload of apples 
in storage, from a car spotted on tracks 
at the store, by use of the same han- 
dling equipment, requires 9.5 man- 
hours of labor. The saving is 6 man- 
hours of labor and 3 hours of motor- 
truck time. In addition, losses from 
bruising and spoilage are less. 

Improved facilities are not the only 
avenue for eliminating unnecessary 
handling. Most oranges and grape- 
fruit used to be individually wrapped 
as they were hand packed in boxes 
even though the packed fruit seldom 
was stored very long and was un- 
wrapped and placed on display coun- 
ters on arrival at retail stores. Wrap- 
ping each fruit as it is being packed by 
hand is costly. Most oranges and 
grapefruit (except choice grades) now 
are packed by permitting unwrapped 
fruit to run off the end of the packing 
line into the containers. Hand opera- 
tions have been eliminated. Additional 
study is needed all along the line for 
the purpose of discovering marketing 
operations that can be eliminated 
without impairing services or lowering 
quality of product. 

Improved work methods for using 
the less costly types of equipment, such 
as two-wheel hand trucks, four-wheel 
hand platform trucks, and gravity-type 
roller conveyors, offer possibilities for 
saving labor. Many handlers of farm 
and food products own some of those 
machines and should explore their 
most efficient use before investing in 
other types. Improved methods may 
involve changes in crew sizes for 
various operations, in duties of crew 
members, in amount or arrangement 
of equipment used, and in the sequence 
with which operations comprising a 
cycle are performed. Other improve- 
ments may be possible by handling 
two or more packages as a unit rather 
than each package individually. 
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An example of how the separation of 
individual operations comprising a 
cycle of operations can increase the 
efficiency with which the operations 
are performed can be shown by de- 
scribing an improved method used for 
receiving bales of cotton in public 
warehouses. Receiving involves the 
performance in succession of the fol- 
lowing operations: Unloading bales 
from the railroad cars or motortrucks, 
weighing, sampling, transporting to 
the storage, and storing. Because of 
problems in weighing the bales, many 
warehouses still use two-wheel hand 
trucks for performing these handling 
operations. 

Time studies of receiving operations, 
in which two-wheel hand trucks were 
used for unloading and transporting ' 
uncompressed bales and automatic 
platform scales were used for weighing 
them, show that 6 man-hours of labor 
are required by a 15-man crew for re- 
ceiving 50 bales when the operations 
are joined. Of the total labor re- 
quired, 3.61 man-hours are lost be- 
cause of delays and other wait time. 

The time studies also show that the 
speeds of all operations are paced by 
the speed of the slowest operation in 
the cycle; delays in one operation are 
transmitted to other operations in the 
cycle; and the necessity for using two- 
wheel hand trucks in weighing opera- 
tions leads to their use for performing 
other operations. 

It was found that by moving bales 
into and out of temporary blocks, so as 
to separate the operations in the receiv- 
ing cycle, the labor required by use of 
an 11 -man crew to receive 50 uncom- 
pressed bales of cotton could be re- 
duced to 4.49 man-hours—a saving of 
roughly 25 percent. The use of tempo- 
rary blocks requires no change in the 
types of equipment used for handling 
and weighing. However, the number 
of two-wheel hand trucks needed is 
reduced because four fewer hand 
truckers are used when the bales are 
moved into and out of temporary 
blocks. A disadvantage in separating 
the  operations  by use  of temporary 
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blocks is that the elapsed time re- 
quired for receiving a given number of 
bales is increased. 

One of the more widespread fallacies 
in connection with handling methods 
is that the unit-load principle can be 
applied only to the handling of prod- 
ucts on skids and pallets, which implies 
a need for industrial trucks, pallet 
transporters, or other powered equip- 
ment. This principle, in which two or 
more packages are handled, stored, 
and withdrawn from storage as a unit 
rather than each package being han- 
dled individually, can be applied to 
handling methods involving almost 
any type of equipment and offers possi- 
bilities for saving many man-hours of 
labor. 

Wholesale produce dealers employ 
the unit-load principle in two-wheel 
hand-truck methods when hand-truck 
loads are properly arranged inside the 
car or motortruck and are tipped off, 
rather than restacked, at the storage 
point. Time studies of operations per- 
formed by use of both methods show 
that the labor required for unloading 
and placing produce in storage can be 
reduced as much as 40 percent when 
the unit-load principle is applied to 
hand-truck operations. If the loads 
are properly arranged, no increase in 
broken packages or damaged produce 
results from tipping off the loads at 
storage points. 

Because of increasing wage rates and 
the scarcity of labor, however, handlers 
of farm and food products at all stages 
of the marketing system are seeking 
methods and equipment that will 
permit the handling of larger tonnages 
by use of fewer workers than is possible 
with some of the more elemental types 
of equipment even after improved 
methods are tried. If their facilities 
permit, many of the handlers are turn- 
ing to the use of industrial lift trucks 
as a means of reducing labor require- 
ments. Warehousemen particularly are 
finding that industrial trucks are effec- 
tive for handling larger tonnages with 
less labor, but other handlers find that 
relatively large investments and opcra- 
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tion costs offset some of the advantages 
of more highly mechanized equipment. 

In studies such as that conducted in 
Pacific Northwest apple packing and 
storage houses, six basic types or com- 
binations of types of equipment were 
evaluated for moving fruit into, within, 
and out of the plants. Comparisons of 
methods and equipment were made 
on the basis of total labor and equip- 
ment costs for performing the various 
groups or cycles of operations under 
actual plant conditions. The most 
costly method of handling fruit is by 
use of elevators and clamp-type, two- 
wheel hand trucks. Labor and equip- 
ment costs for handling fruit in multi- 
story facilities by use of belt conveyors 
and hand trucks are only 60 percent 
of the costs incurred by use of elevators 
and hand trucks. About 47 percent of 
the plants in Washington in 1950 used 
belt conveyors and hand trucks for 
performing handling operations and 
are referred to as "conventional type" 
plants. 

The most efficient type of equipment 
for handling apples was found to be 
industrial fork-lift trucks and 48-box 
pallets. Handling costs by this method 
are about 60 percent of the costs in 
conventional plants and about 36 per- 
cent of the costs in elevator-hand truck 
plants. Costs incurred by use of indus- 
trial clamp trucks, which do not re- 
quire pallets, were only slightly higher 
than for fork truck and pallet 
handling. Although industrial trucks 
proved to be most efficient when costs 
for all groups of operations by use of 
all types and combinations of types of 
equipment were totaled, the clamp- 
type, two-wheel hand truck proved to 
be more efficient for use in loading 
refrigerator cars. 

It therefore cannot be said on the 
basis of these results that industrial or 
powered-lift trucks would be most ef- 
ficient under all conditions for per- 
forming all handling operations. The 
results of a study made of the opera- 
tions involved in loading out the 
delivery trucks of produce wholesalers 
further  substantiates  the  point.   Al- 
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though less labor per ton is required 
when industrial fork-lift trucks are 
used for assembling the produce and 
belt conveyors are used for loading, 
labor and equipment costs per ton are 
slightly lower when four-wheel hand 
platform trucks are used for performing 
both the assembling and loading oper- 
ations. Studies of retail store operations 
show that the most productive method 
of receiving grocery orders involves the 
use of wheel-type gravity conveyors. 

A portable mechanical lift has been 
developed for high-piling and breaking 
out high-piled boxes of apples. The 
problem was to find or develop equip- 
ment for use in older plants for stacking 
and breaking out of stacks all boxes 
above the lower six boxes which are 
handled as unit loads by use of two- 
wheel hand trucks. Traditionally, the 
manual methods were used because 
suitable equipment was not available. 
By use of a two-man crew, 5.66 man- 
hours of labor were required to high- 
pile 1,000 boxes of apples in 12-box- 
high stacks and 4.83 man-hours to 
break out 1,000 boxes from stacks of 
that height. 

By use of a lightweight portable 
mechanical lift, which was developed 
by research workers and built by an 
equipment manufacturer for test pur- 
poses, the labor required for high- 
piling 1,000 boxes of fruit in 12-box- 
high stacks was reduced to only 1,78 
man-hours—only 32 percent of the 
labor required by use of the manual 
method. For breaking out boxes from 
12-high stacks, the lift is even more 
efficient as it is possible to break out 
1,000 boxes with 0.95 of a man-hour, 
or about 20 percent of the labor re- 
quired by use of the manual method. 
This lift is now widely used in apple 
houses and other facilities. 

Existing equipment often can be 
adapted to the operations required in 
handling farm and food products so as 
to save labor. It need not be handling 
equipment. In one instance recording 
and transcribing equipment, which 
ordinarily is used in connection with 
office work, was adapted for use in 

YEARBOOK   OF  AGRICULTURE   1954 

handling operations, with a relatively 
large saving in labor. 

The operations involved were load- 
ing the delivery trucks of service whole- 
salers. A number of firms use a three- 
man crew and a portable belt conveyor 
for performing loading operations. One 
of the crew members is a checker, who 
calls off each item to be loaded; one 
worker places packages on the con- 
veyor as each item is called; and one 
worker in the truck removes and stows 
the packages. It was found that by 
using recording and transcribing equip- 
ment the checker could be eliminated 
and the two remaining crew members 
could maintain the productive rate of 
work of the three-man crew, with a 
saving in labor of 33 percent. 

There also are possibilities for saving 
labor employed for performing mar- 
keting operations other than materials 
handling. At assembly and shipping 
points, grading is one type of operation 
that requires relatively large amounts 
of labor. Studies by R. G. Bressler and 
B. G. French, of the University of 
California, showed that in apple and 
pear packinghouses grading operations 
account for 25 percent of the hourly 
wage labor employed and 15 percent 
of total plant costs. 

One of the reasons for the relatively 
high costs of grading operations is that 
fruit is not moved past the graders on 
conveyor belts or tables at proper 
speeds and is not rotated so that the 
entire surface comes into the grader's 
visual field. Limited applications of 
laboratory data indicate that, when 
lemons are moved past the grader at 
the proper speed and are properly 
rotated, this labor can be reduced 75 
percent. 

One of the problems that looms larg- 
est in obtaining the more widespread 
use of modern laborsaving equipment 
lies in the fact that many marketing 
facilities were not designed for the most 
efficient use of the equipment. Floors 
that do not have sufficient structural 
strength to support loaded lift trucks, 
ceilings of improper height to utilize 
fully the cube of the storage space when 
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full-size pallet loads are handled and 
tiered, doors that are not of proper 
height and width for the passage of 
loaded lift trucks, layouts that neces- 
sitate out-of-line and back hauls are 
some of the problems in some of the 
older facilities. Multistory buildings 
equipped only with elevators for move- 
ment between floors also have their 
limitations. 

However, by constructing new facili- 
ties or remodeling existing facilities, 
market operators are overcoming this 
obstacle to the adoption of improved 
work methods and equipment. Manu- 
facturers are helping by designing 
lighter weight equipment that will 
operate efficiently in older structures 
and require less aisle space. These 
market operators are finding that by 
operating in improved facilities with 
the right kinds of equipment for the 
job, labor requirements can and are 
being reduced—in some cases as much 
as Bo percent. But much more needs 
to be done in this field if total labor 
requirements are to be cut down. 
(William H. Elliott,) 

The Efficient 
Use of 
Labor 

Most marketing operations can be 
performed by unskilled labor, in the 
sense that such labor does not require 
a trade. As a result, wage rates paid 
to marketing labor are lower than 
those paid to manufacturing labor. 

For comparable work, however, the 
wages and other benefits received by 
workers in marketing are in line with 
those received by workers of compa- 
rable skills in other occupations. 

The efficiency of labor generally has 
increased   steadily   in   recent   years, 
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mostly because of the technological ad- 
vances in the form of better machines, 
equipment, and methods, and not 
necessarily because of greater effort on 
the part of the worker. 

In retail grocery stores, according to 
census data, the sales per dollar of 
wages paid increased from $16.80 to 
$19.70 between 1929 and 1948. The 
basic reason for the increase was the 
development of the supermarket rather 
than to increased effort and skill on 
the part of the employees. 

The shorter work week has made it 
necessary for labor to handle a larger 
volume of products in an hour in order 
to handle the same total volume of 
merchandise in a given period. The 
greater volume is necessary if the 
standard of living of marketing labor 
is to advance with that of the rest of 
our working population. 

If the costs of marketing are to be 
held at as reasonable levels as possible, 
labor must be efficiently used—it must 
be given improved work methods, 
equipment, and facilities with which 
to do its job. If it is not, someone will 
have to pay the cost—market labor 
in the form of lower wages, farmers in 
the form of lower prices, or consumers 
in the form of poorer service or higher 
prices. 

The Wagner Act of 1935 stimulated 
unionization among marketing labor 
just as it did among manufacturing 
labor. The combined membership of 
all trade unions rose from 3.7 million 
members in 1935 to about 17 million 
members by 1954. Union membership 
on the part of marketing labor did not 
increase so rapidly as among industrial 
or manufacturing workers, mainly be- 
cause the smaller size of business units 
involved in marketing did not provide 
the same organizing environment. 

Inefficiencies in the use of labor re- 
sulting from union rules and practices 
have often been complained of. 

One firm found that it could do a 
more efficient job of candling and car- 
toning eggs at country points than at 
its city warehouse and shifted its oper- 
ations accordingly. Union truck driv- 
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full-size pallet loads are handled and 
tiered, doors that are not of proper 
height and width for the passage of 
loaded lift trucks, layouts that neces- 
sitate out-of-line and back hauls are 
some of the problems in some of the 
older facilities. Multistory buildings 
equipped only with elevators for move- 
ment between floors also have their 
limitations. 

However, by constructing new facili- 
ties or remodeling existing facilities, 
market operators are overcoming this 
obstacle to the adoption of improved 
work methods and equipment. Manu- 
facturers are helping by designing 
lighter weight equipment that will 
operate efficiently in older structures 
and require less aisle space. These 
market operators are finding that by 
operating in improved facilities with 
the right kinds of equipment for the 
job, labor requirements can and are 
being reduced—in some cases as much 
as Bo percent. But much more needs 
to be done in this field if total labor 
requirements are to be cut down. 
(William H. Elliott,) 

The Efficient 
Use of 
Labor 

Most marketing operations can be 
performed by unskilled labor, in the 
sense that such labor does not require 
a trade. As a result, wage rates paid 
to marketing labor are lower than 
those paid to manufacturing labor. 

For comparable work, however, the 
wages and other benefits received by 
workers in marketing are in line with 
those received by workers of compa- 
rable skills in other occupations. 

The efficiency of labor generally has 
increased   steadily   in   recent   years, 
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mostly because of the technological ad- 
vances in the form of better machines, 
equipment, and methods, and not 
necessarily because of greater effort on 
the part of the worker. 

In retail grocery stores, according to 
census data, the sales per dollar of 
wages paid increased from $16.80 to 
$19.70 between 1929 and 1948. The 
basic reason for the increase was the 
development of the supermarket rather 
than to increased effort and skill on 
the part of the employees. 

The shorter work week has made it 
necessary for labor to handle a larger 
volume of products in an hour in order 
to handle the same total volume of 
merchandise in a given period. The 
greater volume is necessary if the 
standard of living of marketing labor 
is to advance with that of the rest of 
our working population. 

If the costs of marketing are to be 
held at as reasonable levels as possible, 
labor must be efficiently used—it must 
be given improved work methods, 
equipment, and facilities with which 
to do its job. If it is not, someone will 
have to pay the cost—market labor 
in the form of lower wages, farmers in 
the form of lower prices, or consumers 
in the form of poorer service or higher 
prices. 

The Wagner Act of 1935 stimulated 
unionization among marketing labor 
just as it did among manufacturing 
labor. The combined membership of 
all trade unions rose from 3.7 million 
members in 1935 to about 17 million 
members by 1954. Union membership 
on the part of marketing labor did not 
increase so rapidly as among industrial 
or manufacturing workers, mainly be- 
cause the smaller size of business units 
involved in marketing did not provide 
the same organizing environment. 

Inefficiencies in the use of labor re- 
sulting from union rules and practices 
have often been complained of. 

One firm found that it could do a 
more efficient job of candling and car- 
toning eggs at country points than at 
its city warehouse and shifted its oper- 
ations accordingly. Union truck driv- 
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ers on city routes, however, refused to 
deliver eggs cartoned in country plants 
by nonunion labor. 

A farmer brought a truckload of 250 
bags of potatoes to an eastern city. He 
sold 200 bags to one buyer. They were 
unloaded by the buyer's workers. The 
remaining 50 bags were sold to a dealer 
on the local terminal wholesale mar- 
ket. Before the farmer was permitted 
to unload them, he had to pay the 
union a fee equivalent to one day's full 
pay for one worker. The farmer paid 
more than 30 cents for each bag un- 
loaded from his truck regardless of 
whether he did the work himself or a 
union member performed the job. 

A midwest egg dealer installed equip- 
ment that enabled candlers to candle 
40 cases a day. The union production 
rate is limited to 30 to 32 cases. The 
dealer therefore could not realize the 
full potential efficiency of his equip- 
ment and workers were less productive 
than they could be. 

But that is only one side—examples 
of situations which it is generally 
agreed should be corrected. On the 
other side, unions often contribute sub- 
stantially toward increased efficiency 
of workers. For example, unions are a 
source of skilled and trained workers; 
an employer who operates under a 
union contract can get workers with 
the needed skills through the union 
office. 

On some markets the unions also 
supply temporary help. For example, a 
dealer may receive several carloads of 
perishables, which must be unloaded 
immediately, and his permanent crew 
is busy with other work. Through the 
union he can obtain competent work- 
ers to handle the unloading. In mar- 
kets where there are large numbers of 
carlot receivers, this use of temporary 
labor provides steady employment, 
since workers without permanent or 
full-time employment are needed from 
day to day by different receivers. 

Most city wholesale produce mar- 
kets formerly were open nearly around 
the clock except on Sundays or holi- 
days. Before union officials interceded 
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on one market to limit the hours of 
trading, dealers started opening at 9 
p. m. and stayed open until 5 p. m. the 
next day. With unlimited hours for 
trading, the available business was 
spread over a long period, manage- 
ment and labor worked long hours, 
and productivity per hour was low. 
Demands of unions on produce mar- 
kets for a work week of 40 hours (or 48 
hours, with 8 hours paid at time and 
a half and all extra time paid at over- 
time rates) has forced some markets to 
adopt shorter hours. As a result, labor- 
is more productive. Hourly wage rates 
are higher. Market and store operating 
costs are reduced. The sales are more 
concentrated and faster. Prices are 
steadier. 

The inefficient use of labor occurs at 
many stages throughout the marketing 
system. Seasonal factors usually force 
plant operators to employ whatever 
labor is available at the packing and 
storage houses during harvest seasons. 
Most operators cannot get the same 
workers every packing season, and so 
the training given workers—even key 
workers—one season is lost for the 
next. Housewives living in areas near 
packinghouses are hired sometimes, 
but they are not always available in 
large enough numbers to meet all de- 
mands for seasonal workers. 

In areas where perishable products 
are handled on a seasonal basis it often 
happens that more labor is hired than 
is necessary so that trucks bringing 
products to the plant will not be held 
up for unloading. Much of the time 
of a large standby unloading crew 
usually is lost through idleness. 

Labor also is used inefficiently some- 
times in materials-handling opera- 
tions—when, for example, containers 
loaded on skids and pallets designed 
to permit handling them in large units 
are unloaded and stacked individually 
in storage. Other faulty methods in- 
clude use of crews of the wrong size, 
misplacement of workers, lack of suffi- 
cient equipment to keep all workers 
employed, failure to combine contain- 
ers into unit loads at as early a stage as 
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possible, the unnecessary rehandling of 
individual packages, overloading or 
underloading the handling equipment, 
and using equipment not designed for 
the task. 

Many firms with the cooperation of 
labor have improved working condi- 
tions in their plants and thus have 
achieved higher productivity of labor. 
Among such improvements are rest 
periods in the midmorning and mid- 
afternoon; clean cafeterias and lunch- 
rooms, where good, wholesome food is 
available at low cost; good lighting 
and ventilation of the working areas; 
adequate heating; the protection of 
workers from bad weather; proper 
clothing; replacement of equipment 
and facilities that cause accidents; 
the establishment of employee training 
programs; and the use of new equip- 
ment and methods that make the job 
easier. 

Before the Second World War, the 
types of equipment for handling farm 
products into, within, and out of the 
packing and storage houses, cold stor- 
ages, auctions, wholesale stores and 
warehouses, and markets were mostly 
two-wheel hand trucks, four-wheel 
hand trucks, dollies, and gravity-type 
roller conveyors. The war require- 
ments for manpower led to the devel- 
opment and adoption of equipment 
that could reduce the labor required 
in marketing: One man with an in- 
dustrial-type truck can do three to 
four times the amount of work in the 
same time that he could by use of other 
methods and equipment and at about 
one-half the cost. Increased applica- 
tion has been made of the powered 
belt conveyor in loading operations. 

In many of the packing, processing, 
and prepackaging operations, assem- 
bly-line methods have been adopted 
with a resultant increase in produc- 
tivity of labor. An example is tray 
filling of tomato packages, in which the 
assembly-line method has increased 
productivity of workers 33 percent to 
65 percent. 

A survey of 17 different types of 
food-packaging lines showed that the 
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hourly worker output jumped almost 
400 percent from 1928 to 1953. 

The shorter workweek has had some 
impact on parts of the marketing sys- 
tem. In many cases it has encouraged 
shops to stay open fewer hours daily 
and to remain closed on Saturday or 
some other day of the week. The num- 
ber of services has been reduced, but 
the practice has forced the elimination 
of needless and unprofitable ones. 

Seasonal peaks in marketing affect 
subsequent steps in the market chan- 
nel. Transportation and storage func- 
tions increase their tempo. The move- 
ment of the product to consuming 
centers places a heavy burden on 
transportation facilities and labor. 
Car-loading and truck-loading opera- 
tions are performed as rapidly as pos- 
sible and as a result the most effective 
use of labor cannot be made. Products 
to be stored must be unloaded and put 
in storage quickly before they begin 
to spoil. Receiving grain at country 
elevators causes a heavy demand for 
labor during the harvest; however, new 
developments in the method of han- 
dling by which grain is brought in bulk 
to the elevator and dumped, instead of 
by the old method of handling in bags, 
has made the receiving labor about 
four times as effective. A similar de- 
velopment in the harvesting of pota- 
toes and hauling in bulk has led to 
faster unloading of motortrucks with 
less labor at commercial storage houses. 

Since the cost of labor constitutes a 
large and increasing part of the total 
marketing bill, continued steps need 
to be taken to increase labor produc- 
tivity in marketing. 

If this increase in productivity takes 
place, wages paid for marketing labor 
should keep abreast of wages in other 
parts of the economy. If an increase in 
efficiency does not occur, marketing 
labor may not expect increases com- 
parable to those received in some other 
pursuits where improved labor produc- 
tivity brings about greater total pro- 
duction out of which wage increases 
must come. 

In  other words,  labor  has  a  real 
281437°—54- -25 
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interest in improved efficiency in mar- 
keting. As labor is one of the largest 
groups of consumers of food products, 
it will also gain from the lower prices 
that will result from all marketing 
labor being efficiently and effectively 
used. Increased productivity should 
mean that each hour of labor should 
buy an increased quantity of goods. 
In this way the marketing system 
should be able to pay higher wages for 
marketing labor and at the same time 
supply more and better services to 
farmers and consumers at a lower unit 
cost. {Joseph F. Herrick, Jr.) 

Management 
and 
Control 

The mortality rate of agricultural 
marketing firms is high. Some have 
made a success. Far greater numbers 
have failed. A study of the reasons 
for this and the suggestions given 
here for efficient operations can help 
many persons, including farmers, who 
run businesses. 

It sometimes appears that many 
firms chanced to grow from one-man 
operations into large multiunit organi- 
zations. But not seen are the many 
organizations that have grown them- 
selves out of business because manage- 
ment failed to keep pace with oppor- 
tunity and failed to progress from the 
stage of being concerned with oper- 
ating detail to one of policy making. 
As organizations grow, the changed 
requirements of management call for 
greater delegation of authority to lesser 
officials. Growth and the development 
of adequate managerial controls go 
hand in hand. Business failure or stag- 
nation is the penalty for not keeping 
the two in balance. 
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The application of managerial con- 
trols in marketing firms is necessary in 
order to extract the maximum effec- 
tiveness from the firm's basic operating 
ingredients—labor, materials, and 
plant facilities. The ingredients, com- 
bined in varying proportions by the 
manager, bring about various degrees 
of success or failure in terms of profit- 
able operations. 

The labor ingredient is involved in 
such functions as receiving, storing, 
assembling of orders, distributing, and 
selling. 

The material ingredient pertains to 
having available the correct varieties in 
adequate amount and proper quality 
and price to meet market demands. 

The plant facilities are the common 
denominator for effective utilization of 
labor and materials. They include the 
proper building and adequate plant 
layout, necessary receiving and load- 
ing-out facilities, adequate materials- 
handling and processing equipment, 
and adequate transportation equip- 
ment for distributing products. Most 
marketing firms, unlike manufacturing 
firms, bring about little or no physical 
change in the product and therefore 
are primarily handlers of materials. 

The effective application of mana- 
gerial control rests upon a combination 
of organization, adequate record sys- 
tem, management reports for control, 
and exercise of effective leadership. 
Proper combination enables a firm to 
obtain maximum effectiveness from the 
integration of its labor, product, and 
facilities. 

Organization means the dividing of 
a firm's work into definite jobs and 
assigning the jobs to qualified individ- 
uals so that they can harmoniously and 
economically carry out the objectives 
of the firm. The development of a 
proper organization is basically the 
same, whether the firm is large or 
small. The only difference is one of 
size. In a large plant one man is as- 
signed the responsibility for one job. 
In a small plant one man might be 
assigned several jobs. 

The man who develops the organiza- 
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tional structure has to be objective and 
uninfluenced by personalities and other 
prejudicial factors. That means divid- 
ing the work into logical activities, 
such as sales, promotion, distribution, 
purchasing, financing, and warehous- 
ing. Those key activities should be 
broken down into subdivisions in which 
there is no overlapping or conflict. 
Closely related functions must come 
under the same head or administration. 

An organization chart, which shows 
the relationship of the various activ- 
ities or functions and the names of the 
persons in the jobs, is desirable. 

If the chart shows that the firm is 
built around a general manager who 
does not delegate authority, it is prob- 
able that the general manager was 
considered indispensable. The opera- 
tions of the firm may be successful and 
orderly, although somewhat inflexible, 
but its growth has been limited by the 
capacity of the manager, and his death 
or retirement will place the firm in 
peril. Greater growth would probably 
have been possible had the firm ad- 
justed itself through managerial con- 
trol to the kind of organization where 
delegated managerial control exists. 

A detailed statement of the functions, 
authorities, and responsibilities of each 
position is a constant source of refer- 
ence in effective managerial control. 
The statement should be kept up-to- 
date and include the names of workers 
assigned to the various positions, activi- 
ties, or functions and their relationship 
to the other positions. The statement 
should be available to all members of 
the organization. If the management 
makes certain that all phases of the 
specification are being carried out, 
there will be no overlapping of 
authority. Delegation of the necessary 
authority to cope with the assigned 
responsibilities eliminates confusion 
and leads to an excellence of perform- 
ance provided personnel selections are 
made without fear, force, or personal 
favoritism. 

Records that give accurate and 
up-to-date information about what is 
going on in the business are essential. 
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A few managers consider records a 
necessary evil and keep only some 
notes in their pockets or keep records 
only for tax purposes. But most man- 
agers are convinced that complete ac- 
counts are essential for summarizing 
the results of past experience and giv- 
ing data for planning and guiding the 
future operations. 

Having the right type of records is 
a mark of good management. Too few 
records may lead to errors in decisions. 
Too many may cost more than the 
value of the information developed. A 
properly installed record system will 
provide a maximum of continuous and 
reliable management information with 
a minimum of cost. 

Probably the greatest single cause of 
unwieldy record systems comes from 
attempts to use uniform systems copied 
from some other firm. An effective 
record system must be tailor-made for 
each firm and management. Very few 
firms follow comparable operating de- 
tail, and the managements of several 
firms vary in their capacities to utilize 
performance reports. A good test of 
applicability of a system is in the use 
made of it. 

Management reports for control are 
the chief product of a sound record 
system. They cover the firm's financial 
and physical performance. Financial 
reports, largely from the balance sheet 
and profit-and-loss statement, provide 
information as to the type and extent 
of physical operating reports needed 
to insure low-cost operation. 

The reports of physical performance 
deal with the individual and group 
performances of men, methods, and 
machines. To be the most useful, such 
reports should cover a long enough 
period to portray meaningful changes; 
be designed to meet the specific needs 
of the interested executives; present 
information as simply as possible; be 
prepared only as frequently as neces- 
sary; be prepared accurately and on 
time; and be comparable with preced- 
ing report periods in order to facilitate 
comparisons. 

The data presented in reports may 
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be in terms of money values, physical 
units, ratios, or a combination of them. 
A person who interprets the data pre- 
sented in purely monetary terms must 
be careful to take into account changes 
in prices, wages, and costs in order to 
make valid comparisons. 

Much information is available from 
the balance sheet and profit-and-loss 
statement. They therefore are prepared 
frequently and kept readily available 
to ascertain the firm's financial and 
overall operating effectiveness. 

In the balance sheet the figures are 
best arranged in a tabular form with 
adjacent columns showing current fig- 
ures, figures of the previous period, and 
possibly figures for a like period in the 
previous year. Ratios as well as abso- 
lute figures should be presented. 

The working capital and net worth 
constitute two important items to look 
for on the balance sheet. The working 
capital, the net excess of current assets 
over current liabilities, indicates the 
firm's ability to meet its obligations. 
The working-capital requirements vary 
for the different types of firms and are 
especially affected by terms of collec- 
tion and inventory needs. A rule of 
thumb is that the current assets, to 
meet bills when due, should be at 
least double the current liabilities. 

Net worth is represented by the 
capital stock and surplus combined. It 
is the stockholder's or owner's stake in 
the business. A continuous review of 
net worth will help the management 
know what is happening, not only 
with respect to operating results, but 
also as to any changes in net worth 
that may not show on the statement of 
profit and loss. 

The profit-and-loss statement shows 
(in more or less detail, depending on 
its purpose) the gross sales, costs, ex- 
penses, and the net result of doing 
business during a given period. It rep- 
resents a summary of the changes 
between the times at which two bal- 
ance sheets are prepared. Its purpose 
is to give a true understanding of the 
net profit or loss when its component 
parts are analyzed. 
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The financial reports are the basis of 
a great deal of analysis. Sales arc the 
mainstay of most marketing businesses. 
Therefore the total sales for a week or 
month and sales by product or product 
line might well be reported. This may 
take the form of a profit-and-loss state- 
ment that treats the income from sales 
of each product or major product 
group separately in one statement in 
order to appraise the contribution of 
each to total profit. It may also be 
desirable to know the sales by terri- 
tories or routes. Such a breakdown 
gives bases for comparing present sales 
with forecasts, budgets, or other goals, 
and for comparing one line or product 
with another and one territory with 
the others. Thus it is possible to get 
behind the total sales figures to find 
out what and where the sales weak- 
nesses are and to take action to get to 
the source of the difficulty. 

Other items that might make up a 
sales report for control purposes are 
the various sales expenses related to 
the volume of sales developed, units 
sold per salesman, order backlogs, in- 
ventories, and profit margins by prod- 
ucts or lines. 

THE BREAK-EVEN CHART is an overall 
management control device. It is avail- 
able from financial and other records 
and can apply to a year, a quarter, or 
a month. It is a device for bringing 
together diverse facts in one compre- 
hensive picture as an aid in managerial 
control. It portrays the relationship of 
volume of sales or production to in- 
come and expense. One of its signifi- 
cant features is the break-even point— 
the level of sales or production that 
brings in enough income to meet the 
expenses at that level. If sales arc 
larger, a profit is produced. If sales are 
smaller than that level, there is a loss. 
The degree of profit or loss depends 
upon how far sales are above or below 
the level. 

The break-even chart usually is con- 
structed so that volume in physical 
units is plotted along the horizontal 
axis (if a single product is involved) or 
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in dollars of sales (if many products 
are involved). Expenses and income 
in dollars are plotted along the vertical 
axis. The income line representing the 
total income is drawn from the lower 
left-hand corner of the chart. The 
total expense line is made up of expense 
items that might be classified as either 
fixed or variable. 

The fixed expenses are due and pay- 
able whether the firm is closed or 
operating at its full capacity. Among 
them are interest on the mortgage, 
local taxes, insurance, rent, and depre- 
ciation. Among them also are regu- 
lated expenses that arise from the oper- 
ation of the firm and are controllable 
within limits' by the management— 
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executive and other salaries, and ap- 
propriations for advertising, heating, 
lighting, and standby power. 

Variable expenses rise or fall with 
the rise or fall of sales or production. 
Among them are commissions, costs of 
materials or goods, and labor costs. 

Break-even charts arc effective also 
for controlling and forecasting op- 
erating results. When prepared by- 
product lines, the charts show the con- 
tribution each line makes to the total 
profitableness of the firm. They make 
it possible to see the effect of price 
change upon the volume required to 
break even and upon the profit or loss. 
They show the relative importance of 
the principal items of cost and how ' 
they vary with volume. 

For example, with reference to the 
hypothetical firm illustrated, when the 
total expense line B E, composed of the 
increment of fixed expense a, and 
variable expense b, management sees 
an opportunity to reduce the fixed 
expense items. This new fixed-expense 
line would be represented by the line 
K J; since the variable expense is 
unchanged, the new total-expense line 
becomes K L and the break-even point 
is lowered from C to G, thus increasing 
profits, or making it possible to earn a 
profit on a smaller volume of business. 
If, on the other hand, there should be 
an increase in the variable expenses, 
the total-expense line would become 
B I and the break-even point would 
move from G to H. If the selling price 
remained unchanged, this would mean 
that more goods would now have to 
be sold in order to break even. These 
are but illustrative of the many types 
of analyses that can be made with the 
break-even chart. 

The break-even chart enables man- 
agement to anticipate the effects of its 
policies and decisions on the profitable 
operation of the firm as well as the 
effects of outside influences over which 
it has no control. For a firm to survive 
hard times, the break-even point 
should be low in relation to plant 
capacity and normal sales volume. 
For a firm to show excellent earnings 
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in prosperous times, a profit area that 
has a wide angle is required. 

CLOSELY ALLIED to financial reports 
is the problem of budgeting. As firms 
increase in size, it becomes increasingly 
important to have a financial blue- 
print to chart their course. No one 
individual can establish an effective 
budget for a firm of any size because 
effective budgeting consists of synthe- 
sizing past experiences with judgments 
of future incomes and expenditure 
trends. The effective budget is one 
that has been built up from within the 
organization and has drawn upon the 
experience and knowledge of each 
responsible person. In a sense, the 
budget is a flexible planned guess, 
designed to be a guide to the effective 
expenditure of funds and a yardstick 
of accomplishment. 

Financial reports, like the mercury 
in a thermometer, record the operat- 
ing experiences of the firm, but addi- 
tional information is needed for more 
precise diagnosis in physical terms. 
Reports of physical operating experi- 
ence can be just as important as the 
financial reports in spotting problems. 

LABOR is a vital ingredient in the 
makeup of a firm. Labor that has a 
good purpose, good wages, good work- 
ing conditions, and good management 
can do a good job. It is the responsibil- 
ity of management to furnish a correct 
amount of labor, plus leadership, the 
right equipment, and the right method 
for the various tasks to be performed 
in the plant. Management should have 
standards in order to evaluate per- 
formance. The evaluation for control 
purposes is through productivity re- 
ports that cover the man-hours ex- 
pended per unit on such activities as 
unloading, processing, order assembly, 
and loading out. Those figures, on a 
daily basis, when compared with 
standards or past performance lead to 
honest evaluations of labor's perform- 
ance and to constructive courses of 
action. Knowing which operations are 
relatively    costly   should    encourage 
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management to seek new methods and 
equipment to reduce costs. 

A firm should strive to meet at least 
the minimum standards of the indus- 
try. Therefore management should be 
interested in learning the extent of 
broken delivery promises, short ship- 
ments, breakage or spoilage, wrong 
goods shipped, or poor quality. 

The analysis of the records of a firm 
permit the appraisal of performance 
in terms of past or anticipated accom- 
plishment. But management needs 
methods of comparing performance in 
terms of the competitive environment 
of the entire industry. A firm's per- 
formance may be excellent in terms of 
the past but still not good enough to 
maintain its competitive position with 
other firms. Consequently effective 
management must know something 
about the operations of competing 
firms. Often that information can be 
had from published information such 
as that released in financial reports, 
credit bureau reports, public research 
agencies, and the like. Trade associa- 
tions serve as important media for the 
assembly of industrywide comparative 
operating costs and sales experience 
information. It is not uncommon for 
a number of firms to band together for 
uniform accounting services, which 
facilitate the comparison of their oper- 
ating experience. 

Studies of comparative costs among 
firms engaged in similar activity invar- 
iably reveal that no one firm ever 
excels all others in all aspects of the 
business. Practically every firm will 
have some operations superior and 
some inferior to all others. Thus the 
comparative information serves not 
only to appraise the firm's operating 
effectiveness but also to identify what- 
ever remedial actions are needed. 

Management also might need reports 
on absenteeism and the man hours lost 
thereby, labor turnover in the firm, and 
the frequency and severity of accidents. 
High or rising accident figures should 
encourage management to seek the 
causes and apply corrective measures, 
for they add to costs of doing business. 
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Getting the information from reports 
is hardly enough. The next step is 
action—whether it is to make a deci- 
sion or set policy. Action may take the 
form of individual conferences with 
the interested executive or weekly or 
monthly meetings with all executives 
or interested employees. They should 
be told of the findings as well as the 
action that must be taken. Any con- 
flicts as to the course of action should 
be resolved. 

The conference can be the source of 
suggestions for corrective action, par- 
ticularly when more than one man's 
responsibility is involved. The confer- 
ence and the resultant interchange of 
information among its members should 
lead to a better understanding of their 
mutual problems and impart a feeling 
of being an intimate part of the firm. 
This will build morale. The members 
will feel that they had a hand in formu- 
lating the decisions; even if a member's 
advice and suggestions are not ac- 
cepted, he will feel that he had an 
opportunity to present his point of 
view. When a decision is arrived at, he 
will more readily exert himself to im- 
plement the course of action decided 
upon. {Frederick C. Winter, Max E. 
Brunk.) 

Waste 
and 
Spoilage 

The perishable food lost between the 
farm and the kitchen would feed 
millions of people. Spoilage by bacte- 
ria, yeasts, and molds, damage from 
rough handling, and deterioration in 
the quality and nutritive value take 
their toll. 

Milk, butter, meat, fish, eggs, poul- 
try, and the fruits and vegetables are 
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generally considered most perishable. 

Probably the heaviest losses occur in 
fruits and vegetables because of their 
susceptibility to decay, mechanical 
damage, and deteriorative changes in 
composition. 

Railroad freight claims paid for loss 
and damage in transit provide an 
estimate of their monetary value. In 
1946, a year in which more than a 
million cars of fruit, melons, and 
vegetables were shipped, claim pay- 
ments amounted to about 20 million 
dollars. In 1951 they were nearly 13 
million dollars. Those were the losses 
paid for by the railroads that could be 
settled on a claim basis. They represent 
chiefly mechanical damage and spoil- 
age losses in transit and make up only 
a small part of the total waste and 
spoilage. Shipments by highway and 
boat also suffer damage and loss, but 
they are not included in the figures. 

Some records are available for the 
amount of loss caused by decay alone. 
An analysis of about 117,000 inspec- 
tion records for rail shipments of fruits 
and vegetables at the New York City 
market from 1935 to l94:2 showed an 
average of 3 percent of decay. That is 
not a very high figure, but it would 
represent a loss of about 3,000 carloads 
of produce annually in this one market. 

By the time the fruits and vegetables 
are sold by the retailer the damage 
from decay is much greater. Surveys of 
spoilage in New York City retail stores 
gave the following figures: Peaches, 
13-24 percent; grapefruit, 9 percent; 
grapes, 8-15 percent; cantaloups, 8 
percent; oranges, 3-7 percent; cab- 
bage, 24 percent; tomatoes, 17 per- 
cent; lettuce, 13 percent; and apples, 
7 percent. 

Decay continues to take a toll after 
the perishable fruits and vegetables are 
bought from the retailer. Records kept 
by 200 housewives in Knoxville, Tenn., 
showed that they discarded 8 to 15 
percent of the fruit and vegetables they 
purchased because of spoilage. When 
wc add those losses to those of the 
retailers we have a figure of 18 to 35 
percent. The studies give weight to the 

YEARBOOK   OF  AGRICULTURE   1954 

statement that out of every 5 acres of 
perishable food produced, the produc- 
tion of 1 acre is not consumed because 
of spoilage or waste of some kind. 

Some other losses are less evident— 
the losses in quality and nutritive 
value. They affect the amount of food 
people eat and the benefit they get 
from it. Green leafy vegetables may 
lose 40 to 50 percent of their vitamin G 
content when they are exposed to 
warm temperatures for a few days. 
They also deteriorate in flavor, attrac- 
tiveness, and other food values. Sweet 
corn, peas, asparagus, and broccoli 
lose their fresh quality and some of 
their nutritive value quickly if refriger- 
ation is inadequate in the marketing 
channels. Fruit or melons that are 
picked too green may be discarded as 
inedible by the consumer, and all the 
effort and expense that went into their 
production and marketing are lost. 
Harvesting fruits and vegetables when 
they are past their prime also results 
in poor quality and waste. 

What have we done to prevent loss 
and damage in our perishable food 
supplies? We have bred better varie- 
ties of plants that have disease resist- 
ance, higher quality, or particular 
suitability for canning, freezing, or 
shipping. We have developed better 
cultural practices and more effective 
spray programs for disease and insect 
control. We have improved techniques 
for producing higher quality and bet- 
ter yields of many of our food crops. 
We have developed better methods 
of harvesting, handling, and packag- 
ing that have helped to reduce 
mechanical damage. Under the stimu- 
lus of the high labor costs, harvesting 
methods have been developed that 
reduce damage as well as labor. 

One of the important harvesting 
improvements took place in the Cali- 
fornia lettuce industry. Shallow trail- 
ers have been constructed that are 
hauled to the fields, where they arc 
filled with lettuce. The rubber-tired 
conveyances then bring the lettuce to 
the packinghouse, where it is placed 
gently into  the packing  bins and is 
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trimmed, graded, and packed. This 
eliminates handling of individual field 
crates, reduces damage to the lettuce, 
and saves labor costs. The system has 
been applied to the harvesting of other 
vegetables and melons. 

Large portable equipment has been 
developed for harvesting and packing 
celery and some other vegetables. The 
equipment is driven down the rows. A 
crew ahead of the machine cuts and 
places the celery on belts, which con- 
vey it to the washer and grading and 
packing belts. The celery is harvested, 
packed, and washed in a few minutes 
and is soon on its way to the hydro- 
cooler and loading shed. The refuse is 
left in the field, many individual steps 
in labor are saved, and the product is 
fresh when it is placed in the refriger- 
ator car or truck for shipment. 

Improvements have been made in 
the types of containers used. Among 
the boxes designed to do a definite job 
are cell-type cartons for ripe fruits, and 
smaller, more easily handled boxes for 
citrus fruit and lettuce. The rapid 
development of the consumer packages 
has resulted in packing at the shipping 
point or at the terminal market in units 
containing a convenient amount of 
produce that move through the mar- 
keting channels as a unit. This reduces 
the excessive handling that consumers 
are likely to give perishable goods and 
also speeds their flow through self- 
service stores. 

Much has been done to reduce the 
inroads of diseases on fruits and vege- 
tables. Borax washes for citrus fruits 
reduce losses from blue and green mold 
and stem-end rots. Sodium ortho- 
phenyl phenate is a newer treatment 
for citrus fruit and apples and pears. 
Chlorine compounds are in wide use 
for fruit and vegetables. Chemicals 
have been incorporated in wraps or 
box liners to inhibit the growth of 
decay organisms. Copper-impregnated 
wraps are used to prevent the growth 
of gray mold from pear to pear in the 
box. Biphenyl-impregnated wraps and 
box liners are used to retard develop- 
ment of decays in citrus fruit. 
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Volatile fungicides have been devel- 
oped for treating fruit and vegetables 
in refrigerator cars, trucks, or storage 
rooms. Nearly all of the cars of grapes 
shipped from California are fumigated 
with sulfur dioxide before shipment 
to control decay and to keep the stems 
from browning. Periodical sulfur di- 
oxide fumigation of grapes in storage 
more than doubles their storage life. 

Fruit and vegetables and most spoil- 
age organisms need oxygen to carry on 
their life processes. We deprive them of 
a normal supply of oxygen by replac- 
ing some of the oxygen in the atmos- 
phere with carbon dioxide. Storages 
with atmospheres modified in this way 
have been developed for varieties of 
apples, such as Mclntosh and Rhode 
Island Greening, that cannot tolerate 
low temperatures for long periods of 
storage. Storage life is lengthened and 
good quality is retained by the method. 
Atmospheres so modified have also 
been used to improve the storage life 
of meat, fish, and eggs. Dry ice (solid 
carbon dioxide) is employed to pro- 
duce an atmosphere of carbon dioxide 
in the refrigerator car during shipment 
of some perishable fruits, such as cher- 
ries and strawberries. That helps to 
reduce decay and slow down ripening. 
Much remains to be done in this field 
of protecting perishables from micro- 
organisms that produce decay and also 
to find some way to supplement refrig- 
eration in retarding ripening and 
deterioration. 

Some diseases of fruits and vegetables 
are brought on by abnormal changes 
in the plant tissues. Some of them can 
be prevented. 

Apple scald, probably the most 
important storage disorder of apples, 
causes a browning of the skin and un- 
derlying flesh and usually appears late 
in the storage season. Its exact nature 
is unknown, but volatile substances 
given off by the fruit are believed re- 
sponsible. Scientists of the Department 
of Agriculture more than 30 years ago 
found that paper wraps impregnated 
with mineral oil, or shredded, oiled 
paper scattered through the containers 
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would give fairly good control of scald 
by absorbing the volatile materials. 
The discovery has been estimated to 
save more than 2 million dollars a year 
in fruit that otherwise would have 
been damaged by the disease. Scald of 
Anjou pears is also controlled by oiled 
wraps. 

Another physiological disease, soft 
scald of apples, causes irregular, brown, 
depressed areas on the fruit. It is con- 
trolled by employing a combination 
of storage temperatures—36o F. for the 
first few weeks of storage and then 310 

to 320 for long storage. 
Pears lose their capacity to ripen if 

stored too long. Storage in atmospheres 
enriched in carbon dioxide and de- 
pleted in oxygen prolong the time they 
may be stored and still have good 
quality when ripened. By employing 
sealed film liners for boxes of pears, 
and allowing the fruit to build up 
carbon dioxide and deplete oxygen 
through respiration, desirable atmos- 
pheres can be maintained. 

Core breakdown of pears is pre- 
vented by picking the fruit before it 
becomes too ripe. Water core and 
internal breakdown of apples also are 
associated with picking too late. Bitter 
pit and scald are favored by picking 
too soon. Internal black spot of pota- 
toes, a condition in which the flesh 
beneath slight bruises becomes gray or 
black, usually can be prevented to 
some degree by warming the potatoes 
to about 50o F. before they are han- 
dled. Black heart of potatoes, which 
makes the center of the tubers gray or 
black, is caused by lack of oxygen. 
Losses in boat shipments of potatoes 
were heavy until the cause was dis- 
covered and the ships' holds were ven- 
tilated. A similar disease affects apples. 

Some vegetables—including Irish 
potatoes—can regenerate new cells 
that heal cuts and abrasions and pre- 
vent decay, moisture loss, and brown- 
ing. Temperatures of 600 to 75o F. 
and high humidities are required to 
promote healing. This basic informa- 
tion has been applied practically in the 
prevention of soft rot and browning of 
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potatoes during shipment and storage 
by using only enough refrigeration to 
cool the potatoes gradually so they will 
heal before the temperature is too low. 
Sweetpotatoes also form protective 
layers of cells, and curing at 850 to 
900 and 90 percent humidity for a 
week or more is a common practice 
before shipment or storage. 

Refrigeration is an effective tool for 
preventing spoilage, but it can be over- 
done. Some fruits and vegetables, 
usually those of subtropical origin, are 
injured by temperatures that would be 
ideal for others. 

Mature green tomatoes will not 
tolerate 32o F. for more than about 6 
days. They become susceptible to cer- 
tain types of rots, subsequent ripening 
is impaired, and poor flavor develops. 
The lowest temperature that should be 
used for tomatoes is about 550. Ideal 
ripening takes place at about 650. 

Green peppers behave much like 
tomatoes in respect to chilling injury. 
Lemons, bananas, avocados, cucum- 
bers, squashes, melons, eggplant, okra, 
Irish potatoes, sweetpotatoes, grape- 
fruit, string beans, olives, pineapples, 
cranberries, mangoes, and papayas 
are also cold-susceptible. Injury ap- 
pears as pitting, browning, water- 
soaked areas in the flesh, development 
of off-flavors and poor quality, failure 
to ripen, and greater susceptibility to 
decay. By adjusting the storage and 
transit temperatures to the needs of the 
commodity much spoilage and loss in 
quality can be prevented. 

MUCH OF THE DAMAGE to potatoes 
takes place between the field and the 
packinghouse or storage bins. The rest 
of it occurs in packing and shipping to 
the retailer. 

Apples are often bruised when they 
are offered for sale. All the apples in 
the top layer of the box may have large 
bruises from the lid. 

Lettuce may be hurt in packing and 
in shipping to the market, and heavy 
trimming of outside leaves is necessary 
before it can be sold. 

Mechanical damage makes produce 
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more vulnerable to decay and less 
attractive to customers. What can be 
done to prevent it? Improvements in 
harvesting, handling, packaging, and 
shipping may all be required. 

Another serious fault with fruits and 
vegetables is that they sometimes lack 
good eating quality. Perhaps this is 
because they never had it to begin 
with. Fruits are sometimes picked 
either too green or overmature. Sights 
should be set on the quality the con- 
sumer wants. This will mean picking 
early fruits at a riper stage of maturity 
and will call for better packaging and 
refrigeration and faster handling from 
the field to the market. Improved 
methods of determining the quality of 
fruits and vegetables and the maturity 
at which they should be harvested 
are needed. 

The specific gravity of potatoes is 
known to be related to cooking quality. 
Potatoes with high specific gravity are 
best suited for baking, french frying, 
and making potato chips. Experimen- 
tal equipment has been devised for 
separating potatoes by their specific 
gravity. 

Ripening fruits and vegetables to 
prime condition before sale offers 
opportunity for quality improvement. 
Special ripening rooms are now pro- 
vided for winter pears. The practice 
might well be extended to summer 
varieties, like Bartlett, which will not 
ripen well at high temperatures. Much 
of our supply of tomatoes is ripened in 
special rooms. Quality would be 
improved if ripening was done at more 
ideal temperatures and to a riper stage. 
Melons, like honeydews and canta- 
loups, are often too hard when 
purchased to please the consumer. A 
short ripening period at controlled 
temperatures would improve their 
quality. 

What has been said about the 
quality of fresh produce applies as well 
to the canned and frozen fruit and 
vegetables. Selection of well-adapted 
varieties and harvesting them at the 
peak of quality are essential. Prevent- 
ing losses before processing by making 
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full use of refrigeration if delays are 
encountered and using processing 
methods that do not destroy flavor, 
texture, and nutritive value are the 
goals. 

Another improvement that could be 
made in marketing fresh fruit and 
vegetables is the elimination of un- 
necessary trimming waste that the 
housewife experiences in preparing 
vegetables like cauliflower and aspar- 
agus for cooking. Methods of pack- 
aging and shipping can be devised 
that will deliver to the consumer fresh 
produce ready for cooking. It has been 
done for some commodities such as 
spinach, kale, and sweet corn. 

There is need to find some way to 
prevent spoilage and deterioration 
that is still encountered in certain fruits 
and vegetables. Continuous refrigera- 
tion offers great opportunity for doing 
so. New types of sprays and chemical 
inhibitors have been developed, some 
of which offer promise. 

High-energy electrons (cathode or 
gamma rays) have been used experi- 
mentally to sterilize foods. The method 
may some day have wide application, 
but problems of secondary effects on 
the color, flavor, and nutritive value, 
depth of penetration, and cost have to 
be worked out. 

Growth-regulating chemicals have 
been used successfully to bring about 
changes in the physiology of the fruit 
or vegetable that improve keeping 
quality. The sprouting of potatoes is 
inhibited by treating them with dips of 
some of these chemicals, thus permit- 
ting higher storage temperatures to be 
used that are more favorable to high 
quality. Sprouting of onions can be 
delayed by spraying the plants before 
harvest with maleic hydrazide. Lemon 
storage is improved by dipping the 
fruit in growth-promoting chemicals 
that keep the buttons or stem attach- 
ment green and healthy longer. 

What has been accomplished to date 
in preventing spoilage and loss of 
quality gives encouragement for future 
improvements. New advances in this 
field are on their way. {W. T. Pentzer.) 
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Efficiency 
in 
Refrigeration 

About 75 percent (by weight) of all 
the food the average American eats 
in a year requires some refrigeration 
during its trip from farms and fisheries 
through processing plants, warehouses, 
railroad cars and trucks, terminals and 
markets, and the millions of refriger- 
ated units in retail foods tores to the 
household refrigerator and the home- 
freezer. 

But all is not fine and dandy. Up and 
down the marketing line are innumer- 
able instances where facilities are in- 
adequate, poor practices are followed, 
and handlers do not have the knowl- 
edge or interest to maintain proper 
temperatures for the products they 
handle. Poor practices result in com- 
plete losses, lower quality, or losses of 
nutritive values. 

To understand refrigeration and to 
visualize its promises for the future, 
we shall have to look at the basic 
principles underlying its application 
to the marketing of perishables. 

Two factors are involved—the char- 
acteristics of the product and the 
physical process of removing the heat 
from air and from matter. 

Perishable products vary consider- 
ably in their perishability. Apples can 
be kept longer after harvest than fresh 
strawberries, for example, and celery 
longer than tomatoes. Whether fast or 
slow, deterioration occurs, with losses 
in nutritive value, natural flavors, and 
color. Dehydration, the drying out 
of the food, is a common form of de- 
terioration. The action of mold, yeast, 
and bacteria sometimes adds to quality 
losses. 
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Low temperatures retard deteriora- 
tion. High temperatures hasten it. The 
operation principle of refrigeration is 
to remove heat directly from the prod- 
uct and from the air around it. The rate 
of deterioration is usually directly pro- 
portionate to the temperature of the 
commodity within limits. At 0° F. the 
living processes of many products are 
almost halted; that is the reason for 
freezing as a method of preserving for 
many months the ripe quality of fresh 
foods. 

REFRIGERATION on farms preserves 
food for home consumption and main- 
tains the quality of products, particu- 
larly eggs and milk, while they are 
being accumulated for sale to the first 
receivers. 

The household refrigerator, the 
home-freezer, and the rural locker 
plant have contributed greatly to in- 
creasing the comforts of farm life. 

There were 1,200 locker plants in 
the United States in 1938, 3,000 in 
1940, 6,500 in 1945, and 11,600 in 
1953. The locker plant provides proc- 
essing and freezing service for farmers' 
home-produced meat products and 
space for storing food supplies. Locker 
plants in the United States provide 
more than 5 million lockers, or about 
32 million cubic feet of freezer space. 
Plant operators handle—for slaughter- 
ing, dressing, cutting, wrapping, freez- 
ing, curing, or rendering—more than 
1 % billion pounds of meat and poultry 
each year. They also freeze annually 
about 80 million pounds of fruits and 
vegetables. Locker plants also sell non- 
farm consumers meat and commer- 
cially frozen foods. 

Some farmers use commercial-type 
refrigerator units to hold eggs and 
dairy products before sending them to 
market. Many State agricultural col- 
leges will send information on the 
construction of such units on request. 
The Department of Agriculture has 
plans and blueprints of walk-in units 
(plan No. 7102 and leaflet No. 320, 
published in 1951 ), which may be 
obtained from the extension agricul- 
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tural "engineer at many of the State 
agricultural colleges. 

A popular size of a farm refrigeration 
unit for holding foods before market- 
ing and for home use is about 12x12 
feet. About two-thirds of the space is 
for the cooler and one-third is for the 
freezer. 

BEFORE PERISHABLE PRODUCTS are 
started on their long trips from assem- 
bly points to distribution centers, field 
heat has to be removed from fruits and 
vegetables and body heat from fresh- 
killed animal products. 

The operation is called precooling. 
Its object is to reduce the temperature 
of the product as quickly as possible so 
that deterioration will be retarded. 
Products can be precooled in the pack- 
ing plant or warehouse or after they 
are loaded into trucks or rail cars, 

Precooling after the products are 
loaded into a refrigerated car or truck 
is done in several ways. One method is 
to force air through iced bunkers and 
around the load. Air is circulated 
either by a portable fan placed in the 
car or truck, or by use of permanently 
installed fans. Portable mechanical 
units are sometimes used to precool 
loads in refrigerator cars. The equip- 
ment, mounted in a motortruck, is 
placed alongside the car, and cold air 
is blown over the top of the load and 
returned across the sides and bottom. 
When refrigerator cars and trucks are 
equipped with fixed mechanical refrig- 
erating units, produce can be cooled 
after loading by stacking the con- 
tainers so that air will circulate freely 
through the load. 

A method of precooling by vacuum 
offers the advantage of cooling large 
quantities of leafy vegetables rather 
quickly. Steel vacuum chambers for 
precooling lettuce are about 6 or 7 feet 
across and 30 to 50 feet long. They 
hold up to a carload of lettuce. The 
temperature of the products in the 
chambers can be reduced from 620 to 
320 in 50 to 55 minutes. This rapid and 
thorough method of precooling allows 
lettuce to be shipped with only bunker 
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ice, that is, without ice in the shipping 
containers or over and through the 
load, as is required for non-precooled 
lettuce. 

To the wholesaler proper refriger- 
ation means maintaining quality of the 
produce, reducing risk (by allowing 
more time in which to sell products), 
reducing waste and spoilage, and 
affording less chance of contamination 
of food by foreign matter or micro- 
organisms. 

The wholesaler provides for food re- 
frigeration in two ways—by having 
short-term holding space at the whole- 
sale store and by using large public or 
private refrigerated warehouses. 

Products that usually do not have a 
long storage life, such as lettuce and 
tomatoes, arc shipped directly into 
wholesale stores, usually in single rail- 
car and truck lots, shortly after being 
harvested. Seasonal products that can 
be stored for relatively long periods, 
such as fresh apples and frozen foods, 
are held in warehouses and moved 
into wholesale facilities as needed. 

Wholesalers' on-premise refrigerated 
holding facilities are perhaps the weak- 
est link in the refrigeration chain 
stretching from farmer to consumer. 
The inadequacy is more pronounced 
for handlers of fresh fruits and vege- 
tables than for those handling meats, 
dairy products, eggs, and frozen foods. 
Produce handlers are inclined to pro- 
vide controlled temperatures for only 
the items whose appearance is readily 
affected by nonrefrigerated storage. 
That usually means refrigeration of 
the minimum number of products 
rather than the maximum. 

Because of the important role of 
storage in distribution, warehousing is 
generally regarded as a function sepa- 
rate from wholesaling. Warehousing 
may be done by a distributor, who 
operates his own warehouse, or by a 
public warehouseman, who does not 
take title to the goods. The amount of 
private refrigerated space has increased 
a lot since 1945, particularly among 
frozen-food packers and distributors, 
chainstores, egg handlers, and institu- 
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tional concerns, such as hospitals and 
commissaries. 

Refrigerated warehouse construc- 
tion began on a large scale about 1915, 
notably in meatpacking plants, which 
had 300 million cubic feet of refriger- 
ated space in 1921. The figure has re- 
mained about constant ever since. 

Public and private warehouses came 
into prominence about 1920; the 850 
public and private warehouses (other 
than meatpacking plants) then had a 
total of 250 million cubic feet of space. 
There were 1,000 such warehouses, 
with a total of 400 million cubic feet 
by 1929. The 1,700 refrigerated ware- 
houses (not counting meatpacking 
plants) had 600 million cubic feet of 
space in 1951. 

Much of the space in refrigerated 
warehouses designated as "cooler" has 
been converted to "freezer" since 1945. 
In 1951, 43 percent of all warehouse 
space was freezer. 

Most warehouses constructed since 
1945 are of single-story design and are 
well adapted to modern equipment for 
handling materials—especially pallets 
and fork trucks. Single-story warehouses 
also offer the advantage of providing a 
relatively large amount of street-level 
space from which distributors can carry 
on their marketing operations. 

Because public warehousemen store 
perishable products for others, there 
has been a tendency for State and 
Federal Governments, at the encour- 
agement of storers, to regulate ware- 
house operations. Many attempts have 
been made, but only a few controls of 

refrigerated warehouses actually have 
been instituted. Some regulations, such 
as the Uniform Warehouse Receipts 
Act, appear to have been necessary in 
order to strengthen the negotiability 
of warehouse receipts used for col- 
lateral in securing bank credit. 

Modern retail foodstores have sev- 
eral types of refrigerated facilities: 
Walk-in coolers and freezers in back- 
rooms for holding items before placing 
them on display; refrigerated rooms 
(preferably about 450) for cutting and 
prepackaging meats; and refrigerated 
display fixtures. Backroom facilities de- 
pend mostly on volume of business and 
frequency of ordering items. If delivery 
of perishable products is made daily, or 
once every 2 days, the holding facil- 
ities might consist of only one refriger- 
ated walk-in unit. If deliveries are 
made less frequently, several rooms are 
needed—a high-humidity room for 
reserve supplies of leafy vegetables; a 
separate low-humidity room for meats; 
a room for eggs, milk, and other prod- 
ucts; and a freezer room for reserve 
supplies of frozen foods. 

For selling food, the most important 
refrigerated units in the retail store are 
the display cases. Considerable em- 
phasis is placed on the display arrange- 
ment, particularly in regard to col- 
ors. To provide for the best display of 
products, the fixtures are designed to 
permit full view of the products and 
provide adequate lighting so there are 
no shadows. The characteristics of suc- 
cessful display are freshness, neatness, 
eye appeal, and ready identification of 
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the product and its price. Rapid turn- 
over is a prerequisite to freshness. 
Cases for displaying prepackaged mer- 
chandise should be held as near 350 as 
practicable. Those containing bulk 
produce should be held at 400 to 500. 
Cabinets for frozen food must be held 
at 00. High humidity must be main- 
tained for fresh leafy vegetables to 
prevent dehydration, loss of weight, 
loss of color, and loss of flavor and 
nutritive values. 

William E. Lewis and John C. 
Hansen, of the Department of Agricul- 
ture, studied refrigeration of food in 
retail stores and offer the following 
suggestions for prolonging the fresh- 
ness of produce: 

Light sprinkling with water several 
times daily will reduce wilting and pro- 
long the shelf life of most vegetables. 

Produce that has been displayed in 
nonrefrigerated cases during the day- 
time should be stored at night in iced 
produce barrels or in refrigerated stor- 
age rooms. 

Produce should not be piled above 
the top front edge of refrigerated cases 
unless it is expected to be sold in a 
reasonably short time. 

RESTAURATEURS recognize the im- 
portance of proper refrigeration to 
wholesomeness of meals and to sani- 
tation. 

Most restaurants need refrigeration 
for holding stocks of fresh products 
before cooking or serving; storing 
frozen foods and ice cream; holding 
displays of salads and salad material; 
holding and dispensing soda-fountain 
foods and beverages; cooling and dis- 
pensing fruit juices, soft drinks, beers, 
and ales; and cooling and dispensing 
water. Many large restaurants have 
refrigeration also for making and stor- 
ing ice; manufacturing and storing 
frozen desserts, ice, and ice cream; 
holding baking supplies; and even re- 
frigerating garbage to help in keeping 
the kitchen area sanitary. 

Even a small restaurant should have 
at least one refrigerator for holding 
food before it is prepared for serving. 

385 

It is good practice to have four sepa- 
rate storage units: A wet room (high 
humidity) for leafy vegetables; one for 
eggs, dairy products, and perhaps some 
fruit; one for meats and poultry; and 
a freezer room for frozen foods and ice 
cream. Walk-in facilities mostly are 
preferred. They should be carefully 
planned with respect to size, location, 
and construction. Walk-in units less 
than 8x8 feet usually are not eco- 
nomical. 

Temperatures of household refriger- 
ators should be maintained as close to 
380 to 400 as possible. The importance 
of proper temperatures is illustrated in 
the results of a test on mold growth. 
The test showed that in a dish of 
cooked food held for 12 hours at 55o, 
moid growth had multiplied thousands 
of times, whereas identical food held at 
400 showed no growth at the end of 
48 hours. 

Several precautions are necessary to 
maintain the quality of fresh foods in 
refrigerators. Fresh vegetables and 
fruits should not be stored in air- 
tight packages, since the "breathing" 
of fresh food is essential for its proper 
preservation. Leafy and high-moisture 
vegetables, such as lettuce and celery, 
should be stored in special crisper com- 
partments or in bags in which small 
amounts of moisture can be added if 
the product is to be held longer than 
2 days. Storing bread and other dough 
products in the refrigerator will hasten 
staleness, but they can be wrapped in 
moistureproof paper and stored for 
long periods in home-freezers. 

Freezer space in most household re- 
frigerators is limited to the evaporator, 
the ice-cube compartment. The air 
temperature there frequently exceeds 
150 and therefore is not suitable for 
keeping frozen foods more than a few 
days. Demands for more evaporator 
space in which to store frozen foods 
brought the manufacture of dual- 
temperature refrigerators, which have 
a frozen-food compartment of about 
2 cubic feet, which is normally suitable 
for at least a week's supply of frozen 
foods and ice cream. Best results are 
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obtained from the freezer unit of dual- 
temperature' refrigerators if the com- 
partment has separate temperature 
controls and preferably has a separate 
door. 

The place the refrigerator is put in 
the kitchen is rather important because 
in many homes it is opened i oo times a 
day. It should be as close to the food- 
preparation center as possible. Because 
a home-freezer is opened only about 
5 times daily, it can be in another part 
of the house. 

The foremost steps in refrigerator 
design since 1935 have been the pro- 
duction of hermetically sealed units, 
the streamlining of the compressor unit 
so that it would fit into a much smaller 
area, and the development of auto- 
matic defrosting. 

In two-temperature refrigerators, 
the placing of coils in the walls rather 
than in a confined area has helped in 
obtaining lower and more even tem- 
peratures and eliminating,  in cooler 

compartments, the need for defrosting. 
The new designs and improvements 

center around providing more freezer 
space in dual-temperature units, im- 
provements in humidity compartments 
for leafy vegetables, special 100 F. 
compartments for having ice cream at 
ready-to-dip consistency, special "high 
temperature" compartment for ready- 
to-use butter, specially designed space 
for bottle and beverage containers and 
juices, outside colors to blend with 
kitchen color schemes, and the prob- 
able application of special light rays to 
control the growth of micro-organisms. 

More than 85 percent of American 
homes had mechanical refrigeration in 
1954. Sales are limited to new homes, 
old homes in which electricity has been 
installed recently, and to replacements. 
Freezers, on the other hand, are to be 
found in about 9 percent of the homes. 
About 7 million home-freezers were 
in use in 1954, and indications were 
that 1  to 2 million would be added 
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GROSS REFRIGERATED STORAGE SPACE, BY STATES. OCTOBER 1,1951 

Less than 1 million cubic feet 

1 to 5 million cubic feet 

^ 5 to 10 million cubic feet 

10 to 25 million cubic feet 

25 to 50 million cubic feet 

Over 50 million cubic feet 
T*r Fewer than 3 warehouses 

Number of plants shown in each State 

each year for a decade. Future designs 
of freezers are likely to continue to 
center around the alternatives of chest 
and upright freezers and color schemes 
so they will fit into furniture schemes in 
parts of the house other than the 
kitchen. 

A GREAT DEVELOPMENT is the rise of 
the frozen-food industry. Within two 
decades a whole new enterprise was 
built through the integrated applica- 
tion of refrigeration principles. The 
principles themselves are old, but not 
until technicians learned to apply them 
to modern needs and wants was a real 
beginning made. 

The commercial frozen foods in 1930 
were mainly fish, small fruits, New 
York dressed poultry, wholesale cuts of 
meat, eggs^ and a few vegetables. 

One by one the troublesome techno- 
logical hurdles were overtopped, and 
by 1954 to the list of commercially 
frozen foods had been added shellfish, 
a large variety of vegetables, fruit 
juices, baked goods, and many others. 

There is also a vast field, yet to be fully 
explored, of prepared items ready to 
heat and serve. The most notable 
growth has been in frozen waffles and 
frozen french-fried potatoes. Waffles 
need only to be taken from the freezer 
and put into the toaster for quick 
heating. French fries require simply 
placing under the broiler for thawing 
and heating. Precooked meals have 
been frozen and packaged successfully, 
but distribution problems are harder 
to overcome—among them economies 
in commercial preparation and con- 
sumer resistance to new, untried forms. 

The national markets for some crops 
have been considerably stabilized be- 
cause of the expanded outlets offered 
by frozen foods. A notable example is 
the citrus industry. 

A big job lies ahead for packers and 
distributors of frozen foods. The im- 
mediate challenge is to reduce market- 
ing cost. That can be done principally 
by less handling of the product, par- 
ticularly from packer to terminal 
wholesaler;   the  establishment  of ef- 



388 

ficient distributing and warehousing 
plants; the application of advanced 
flow principles to the physical move- 
ment of the products; and the installa- 
tion at retail outlets of more temporary 
storage space and more display cabinet 
space. The long-range challenge is to 
afford better protection for the frozen 
product all along the line. More 
mechanically refrigerated rail cars and 
trucks are needed. Additional attention 
needs to be given to product protection 
during delivery to retail and institu- 
tional outlets, while being held in 
temporary storage in these outlets, and 
while being displayed for sale at retail 
stores. {James A, Mixon, Harold D. 
Johnson.) 

How To Launch 
a New 
Product 

Producers and processors seek al- 
ways a new form in which to market 
their products, a ten-strike. Hope 
springs anew in their breasts when 
they see the success of a product like 
frozen concentrated orange juice. But a 
dramatic development like that makes 
one forget the wreckage of the failures. 

The benefits or losses from innova- 
tions in distribution of farm commodi- 
ties may accrue to producers in two 
different ways: First, assumption of the 
risk and benefits by producers, through 
their organizations; second, through 
development and control of the inno- 
vation by large commercial concerns. 

In either, the producer is likely to 
benefit if the product is a success. The 
benefits are likely to return faster to 
producers if they themselves under- 
take the development and marketing 
of a new product. 

The wide dispersal of ownership of 
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agricultural production and of mar- 
keting organizations and facilities is 
frequently associated with a lack of 
enough capital for developing, pro- 
ducing, and distributing new com- 
modities. The inability of producers to 
carry out research on new products 
was recognized in the establishment of 
four Regional Research Laboratories 
of the Department of Agriculture un- 
der the Agricultural Adjustment Act 
of 1938. Marketing research which 
can tie in with physical development 
is authorized by the Research and 
Marketing Act of 1946. Those facili- 
ties and activities of the land-grant 
colleges tend to place agricultural or- 
ganizations in a better position with 
respect to research. 

The Department, in cooperation 
with the apple industry of the Pacific 
Northwest, completed studies that 
exemplify the type of research neces- 
sary in placing a new product on the 
market. The apple industry had at- 
tempted to find a profitable means of 
disposing of C grade and cull Delicious 
apples. Attempts to can the apples had 
met with little success because of the 
exterior characteristics of the variety. 

At the Western Regional Research 
Laboratory near San Francisco a new 
process of manufacturing frozen con- 
centrated apple juice was developed. 
It was a modification of earlier meth- 
ods of essence stripping. It blended 
Delicious apple juice with juice of 
apples of other varieties and then con- 
centrated them to a 3 to 1 ratio. 

A number of blends were made, and 
samples of 12 of them were sent to 
Washington State College for discrim- 
ination tests. Three juices were selected 
for consumer preference tests in San 
Francisco. The preferred juice was 
placed on the market in Modesto, 
Calif., and Tyler, Tex. It was dis- 
tributed by regular distributors of 
frozen foods and placed in nearly all 
stores that had frozen-food cabinets. 
After about 1 o weeks, consumers were 
asked how they liked the new product. 
Then its composition was changed. 

Tabulation of the results of the inter- 
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views in Tyler and Modesto indicated 
that 70 percent of the initial buyers 
bought the juice more than once; 40 
percent bought it four times or more. 
Those results were good enough to en- 
courage a manufacturer to undertake 
distribution in 1952 and 1953 in the 
Northwest, looking toward the possi- 
bility of further manufacture and dis- 
tribution later in a wider territory. 

The experience, in sum, took into 
account the repeat purchases, the re- 
actions of housewives to taste and use, 
and the need for changes in the 
product. 

THE FOREGOING EXAMPLE illustrates 
a fairly simple approach to the ap- 
praisal of the possibilities of a new 
product. But there are still many prob- 
lems to be worked out before we know 
whether the new juice will become an 
actual commercial success. 

These additional problems will in- 
clude: How should the product be 
packaged in terms of sizes and use? 
Will the package stand up under stor- 
age and transportation difficulties? At 
what price can the product be sold? 
What margins are normally required 
in similar items and at various levels of 
trade? Are raw materials available in 
sufficient quantities, and how may they 
be obtained? What are the problems in 
distribution? What channels are avail- 
able for distributing a new product? 
What is the competitive picture in the 
field in terms of direct and indirect 
competitive products and the distribu- 
tive, promotional, and production pol- 
icies of competing producers? What 
investments would be required for pro- 
duction facilities including inventories, 
distribution, and promotion? What is 
the size of market? The estimated po- 
tential in terms of dollars or volume 
of product? What is the character of 
the market in terms of consumers who 
are the potential users? Will the mar- 
ket be steady or will it be seasonal? 
Can it be expected to increase? 

Market surveys of one kind or an- 
other can provide answers to several 
of the questions. Some of them, how- 
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ever, can only be answered by experi- 
ence, with part of the answer also 
depending upon production trends in 
the raw product (apples) and the 
strength of the market for fresh fruit. 

There is an entirely different group 
of problems that may not be so easily 
measurable. Consumption is built on 
habit; changes from a normal routine 
are usually hard to get accepted by the 
consuming public. Health regulations, 
restrictive trade barriers, and labor 
rules and regulations also may tend to 
make change difficult. 

Several attempts were made to sell 
concentrated milk. It was sold on an 
experimental basis in a dozen markets 
in Eastern and North Central States. 
The advertising given it set forth ad- 
vantages claimed for it—direct use 
without reconstituting for cereals and 
coffee, less storage space, added con- 
venience in carrying home a smaller 
and lighter package, and possible 
reductions in cost of distribution. In 
each city where it was placed on the 
market, sales fell from the ^experi- 
mental" levels to a small fraction of 
the total market. In a few months no 
concentrated milk was sold in any of 
the test areas. 

It had run into difficulties with 
health regulations, labor organiza- 
tions, and usual trade practices. In 
most places it could not be delivered 
to the customer through retail outlets 
or by home delivery at less than he 
would have to pay for the equivalent 
quantity of regular milk—drivers and 
salesmen wanted to maintain the same 
margin for handling concentrated milk 
as for regular milk. 

The truth is that few new products 
have overwhelming advantages com- 
pared to older products. Frozen con- 
centrated orange juice is a notable 
exception. Even with it distributors 
overcame the consumers' resistance to 
change only with large expenditures 
for advertising. Even with the great 
expansion in use of the concentrate— 
2.5 million gallons in 1948 and 48 
million gallons in 1953—fewer than 
one-third   of  United   States   families 
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bought it at least once a month in the 
fallof 1953. 

An industrial firm has to devote 
considerable study before it decides 
to undertake the manufacture or dis- 
tribution of a new product. It must fit 
into the firm's present activities. It 
might raise unduly or lower the costs 
of operation. Perhaps it will not fit 
into the present line of products car- 
ried by the organization. The operat- 
ing procedures in terms of seasonality 
of operation and availability of labor 
and raw materials are other points. 

Rarely can an organization obtain 
patent rights or processing franchise 
on a new product that is fully ready 
for distribution. More often large out- 
lays have to be made for physical 
development of processes or the prod- 
uct itself. Yet this is the direction in 
which progress lies; and anyone who 
is acquainted with current-day re- 
search, merchandising methods, or 
consumer interests realizes the increas- 
ing interest which is going into new and 
improved uses. {Shelby A. Robert, Jr.) 

Dynamic, 
Efficient 
Research 

Research is the application of organ- 
ized thinking to human needs. 

Research in agricultural marketing 
relates to the entire range of activities 
that arise in moving products from 
farms to the final places of use. 

Research in agricultural marketing 
has lagged behind research in agricul- 
tural production. And that despite the 
fact that marketing is but one phase of 
the process of production, for a product 
is of little use until it reaches the con- 
sumer. Henry Ford's idea that the 
markets  for  the  Model  T  could  be 
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expanded by a drastic price reduction 
was a dynamic force in developing the 
automobile industry and in expanding 
technical discoveries. It illustrates how 
a progressive plan in marketing created 
an opportunity for industrial develop- 
ment. 

As far back as 1839 statistics were 
gathered by the Federal Government 
to provide information that would 
help farmers market their products. 
The aim was to find "ways and means 
by which the husbandmen shall have 
a market." In the 1850's the Com- 
missioner of Patents gathered agricul- 
tural information on cost of transpor- 
tation, the cost of production, market 
value, and methods of harvest, storage, 
and preparation for market. 

The great increase in crop produc- 
tion caused by improved farm machin- 
ery, better farming practices, and the 
opening up of the West led Secretary 
of Agriculture J. Sterling Morton to 
assert in 1894, "There is nothing of 
greater or more vital importance to 
the farmers of the United States than 
the widening of the markets for their 
products." 

In his report for 1896 he went on to 
say: "Science is constantly showing 
the farmer how to increase the annual 
product per acre . . . but the great 
question confronting each tiller of the 
soil is how to secure satisfactory re- 
muneration for the results of his toil. 
In view of this, it is a legitimate func- 
tion of the Department of Agriculture 
to place before the farmers of the 
United States as many facts and figures 
relative to markets as it is possible to 
obtain." 

The work started under Secretary 
Morton was carried further under 
Secretary James Wilson. In his first 
report, for 1897, there was a descrip- 
tion of experimental shipments of 
butter to London. It is here quoted : 

"Early in the year it became ap- 
parent that a considerable surplus of 
butter of the higher grades would 
appear in our domestic markets.  .  .  . 

"I therefore decided to make a 
series of experimental exports of fine 



390 

bought it at least once a month in the 
fallof 1953. 

An industrial firm has to devote 
considerable study before it decides 
to undertake the manufacture or dis- 
tribution of a new product. It must fit 
into the firm's present activities. It 
might raise unduly or lower the costs 
of operation. Perhaps it will not fit 
into the present line of products car- 
ried by the organization. The operat- 
ing procedures in terms of seasonality 
of operation and availability of labor 
and raw materials are other points. 

Rarely can an organization obtain 
patent rights or processing franchise 
on a new product that is fully ready 
for distribution. More often large out- 
lays have to be made for physical 
development of processes or the prod- 
uct itself. Yet this is the direction in 
which progress lies; and anyone who 
is acquainted with current-day re- 
search, merchandising methods, or 
consumer interests realizes the increas- 
ing interest which is going into new and 
improved uses. {Shelby A. Robert, Jr.) 

Dynamic, 
Efficient 
Research 

Research is the application of organ- 
ized thinking to human needs. 

Research in agricultural marketing 
relates to the entire range of activities 
that arise in moving products from 
farms to the final places of use. 

Research in agricultural marketing 
has lagged behind research in agricul- 
tural production. And that despite the 
fact that marketing is but one phase of 
the process of production, for a product 
is of little use until it reaches the con- 
sumer. Henry Ford's idea that the 
markets  for  the  Model  T  could  be 

YEARBOOK  OF   AGRICULTURE   1954 

expanded by a drastic price reduction 
was a dynamic force in developing the 
automobile industry and in expanding 
technical discoveries. It illustrates how 
a progressive plan in marketing created 
an opportunity for industrial develop- 
ment. 

As far back as 1839 statistics were 
gathered by the Federal Government 
to provide information that would 
help farmers market their products. 
The aim was to find "ways and means 
by which the husbandmen shall have 
a market." In the 1850's the Com- 
missioner of Patents gathered agricul- 
tural information on cost of transpor- 
tation, the cost of production, market 
value, and methods of harvest, storage, 
and preparation for market. 

The great increase in crop produc- 
tion caused by improved farm machin- 
ery, better farming practices, and the 
opening up of the West led Secretary 
of Agriculture J. Sterling Morton to 
assert in 1894, "There is nothing of 
greater or more vital importance to 
the farmers of the United States than 
the widening of the markets for their 
products." 

In his report for 1896 he went on to 
say: "Science is constantly showing 
the farmer how to increase the annual 
product per acre . . . but the great 
question confronting each tiller of the 
soil is how to secure satisfactory re- 
muneration for the results of his toil. 
In view of this, it is a legitimate func- 
tion of the Department of Agriculture 
to place before the farmers of the 
United States as many facts and figures 
relative to markets as it is possible to 
obtain." 

The work started under Secretary 
Morton was carried further under 
Secretary James Wilson. In his first 
report, for 1897, there was a descrip- 
tion of experimental shipments of 
butter to London. It is here quoted : 

"Early in the year it became ap- 
parent that a considerable surplus of 
butter of the higher grades would 
appear in our domestic markets.  .  .  . 

"I therefore decided to make a 
series of experimental exports of fine 
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American butter, for the purpose of 
promoting an increased foreign de- 
mand for this article, and in order 
to get more exact information as to 
facts and conditions attending such 
exports than was otherwise obtain- 
able. . , . 

"The butter has been obtained from 
selected creameries in the leading 
dairy States, prepared with special 
reference to the ascertained require- 
ments of foreign buyers, and thus far 
all has been consigned to a representa- 
tive of the Department at London. It 
has been disposed of under his super- 
vision, special efforts being made to 
test the demands of the London 
market and obtain the opinions of 
wholesale dealers, tradesmen, and con- 
sumers as to the merits of the butter 
thus sold and its relative position, 
present and prospective, in that market. 
Much attention has also been given to 
the matter of transportation, with the 
view to shortening the time, improving 
the accommodations, and avoiding 
detentions and exposures, so as to 
make the conditions as nearly perfect 
as possible all along the line, from the 
producer, perhaps in our far West, to 
the consumer in England or on the 
continent of Europe. .  . . 

"The shipments made have served 
the double purpose of securing useful 
information for those of our own 
people, whether producers or dealers, 
who wish to sell abroad, and of aiding 
to establish a better reputation for 
butter from the United States among 
prospective customers.  . .  ." 

The significance of agricultural mar- 
keting was given emphasis in 1901 by 
John Franklin Growell in the 508-page 
Report of the Industrial Commission on the 
Distribution of Farm Products. It was a 
landmark in thinking on marketing 
problems. It provided a picture of the 
marketing process and the factors 
affecting market prices. It dealt with 
most aspects of the subject, including 
cold storage, which was growing rap- 
idly in importance. 

Before 1907 the principal interest of 
the Department in marketing related 

to the foreign market. In that year a 
bulletin was issued on the cost of haul- 
ing products from the farm to the ship- 
ping point. That broader approach led 
in 1908 to the reorganization of the 
Division of Foreign Markets as the Di- 
vision of Production and Distribution. 
Congressional interest in more re- 
search and service work in marketing 
led to the establishment of the Office 
of Markets in 1913. 

The new place of marketing in the 
work of the Department was recog- 
nized in that year by Secretary David 
F. Houston in his first annual report: 
"We have been suddenly brought face 
to face with the fact that in many di- 
rections further production waits on 
better distribution and that the field of 
distribution presents problems which 
raise in very grave ways the simple 
issue of justice." 

Great strides have been made in 
"better distribution" since the state- 
ment was made, and many construc- 
tive achievements have resulted—the 
Market News Service; official standards 
for wheat, cotton, tobacco, and other 
farm products and for market con- 
tainers; the United States Warehouse 
Act; shipping-point inspection of fruits 
and vegetables; Federal-State coopera- 
tion on crop reporting; regulation of 
the grain futures and livestock market; 
the outlook program for planning pro- 
duction; the Perishable Agricultural 
Commodities Act for suppressing un- 
fair practices; and the building of a 
network of farmer owned and con- 
trolled cooperative associations. Since 
1913 it has been the policy of the 
Federal Government to provide re- 
search assistance to farmers in organiz- 
ing and operating cooperatives for 
marketing, purchasing, or other busi- 
ness service. 

Although progress has been made, 
the dynamic character of our agricul- 
tural production and industrial life 
has constantly brought new problems 
in marketing. With technological and 
scientific progress, the problems of 
distribution have grown in intensity 
except for intervals of great demand 
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for   agricultural   products   associated 
with the war and postwar periods. 

To CORRECT the disparity between 
the emphasis on research in production 
and research in marketing, the Agri- 
cultural Marketing Act was passed in 
1946. It declared: "A sound, efficient, 
and privately operated system for 
distributing and marketing agricul- 
tural products is essential to a prosper- 
ous agriculture and is indispensable to 
the maintenance of full employment 
and to the welfare, prosperity, and 
health of the Nation." 

The act further stated that: 
". . .it is the intent of Congress to 

provide for (1) continuous research to 
improve the marketing, handling, stor- 
age, processing, transportation, and 
distribution of agricultural products; 
(2) cooperation among Federal and 
State agencies, producers, industry 
organizations, and others in the devel- 
opment and effectuation of research 
and marketing programs to improve 
the distribution processes; (3) an inte- 
grated administration of all laws 
enacted by Congress to aid the distri- 
bution of agricultural products through 
research, market aids and services, and 
regulatory activities, to the end that 
marketing methods and facilities may 
be improved, that distribution costs 
may be reduced and the price spread 
between the producer and consumer 
may be narrowed, that dietary and 
nutritional standards may be improved, 
that new and wider markets for Ameri- 
can agricultural products may be 
developed, both in the United States 
and in other countries, with a view to 
making it possible for the full produc- 
tion of American farms to be disposed 
of usefully, economically, profitably, 
and in an orderly manner." 

The research work that followed has 
been largely in three fields: Measure- 
ment and analyses of price spreads and 
costs, which provide basic data for 
improvement of the marketing system; 
an extension of research for improving 
methods of operations from the farmer 
on through various steps to the con- 
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sumer; and merchandising and market 
development work relating to new 
products, new forms of products, better 
packaging, quality maintenance, avoid- 
ance of waste, more effective retail 
display, and pricing techniques de- 
signed to clear markets. 

Besides agricultural marketing re- 
search done by Federal and State 
agencies, much significant work has 
been done by firms engaged in the 
marketing of farm products and pri- 
vate agencies interested in serving such 
firms. Their primary object has been 
to improve the competitive position of 
individual firms through increased 
efficiency in marketing operations. 

Greater efficiency in marketing is a 
broad concept. It implies lower cost in 
getting products from farmers to con- 
sumers; providing consumers with new 
products or products of better quality; 
finding outlets for the farmers' capacity 
to produce; and better guidance to 
farmers in production to meet the de- 
mands of consumers. It implies a 
system of marketing in which waste 
and spoilage are kept to a minimum 
and one which retains the values of 
the American family farm. 

From the standpoint of the indi- 
vidual farmer or firm engaged in 
marketing, the object of marketing 
research is simply to increase net in- 
come. In a competitive economy the 
drive to increase individual net income 
will compel others to meet the compe- 
tition of the most efficient firms and 
thus reduce costs of marketing for 
the benefit of consumers. Any im- 
provement in marketing efficiency by 
farmers, their cooperatives, or other 
marketing firms thus tends to benefit 
consumers. 

It follows that a major objective of 
marketing research is to develop sys- 
tems of marketing that improve the 
automatic functioning of a free enter- 
prise system so as to reduce the need 
for Government controls. 

THE METHODS of marketing research 
are the methods of any research. The 
problems   must   be   determined   and 
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then the methods and techniques to 
solve the problems must be found and 
applied. 

Some problems call for simple ap- 
proaches; others require the organized 
attention of teams of research workers 
having the requisite abilities and 
training to help find the answers— 
economists, lawyers, accountants, psy- 
chologists, sociologists, engineers, statis- 
ticians, historians, bacteriologists, pa- 
thologists, physiologists, entomologists, 
chemists, and other physical biological 
scientists. 

There is much to be said for research 
of the pinpointing type, for each re- 
search result that is sound helps to 
improve the strength of the marketing 
structure. Many research studies pro- 
vide answers to problems which, in 
turn, open up new problems. Research 
in every field is cumulative. The more 
we find out about any subject through 
research the larger is our stockpile of 
knowledge to solve new problems as 
they arise. 

Improved statistical data and more 
refined research techniques have yield- 
ed good results. The methods embrace 
experimental, analytical, statistical, 
historical, social, psychological, and 
technological procedures. A growing 
interest has been developing in what is 
known as the operational research ap- 
proach. In it, a problem in marketing 
operations is determined and all kinds 
of possible research approaches with 
various types of techniques are brought 
to bear in finding the solution. 

A distinction is commonly made 
between basic, or fundamental, re- 
search ("which has as its objective 
the determination of the various prin- 
ciples and laws which control the 
physical background and social pat- 
terns of behavior") and applied, or 
practical, research (which "is con- 
cerned with the employment of prin- 
ciples evolved by basic research in 
solving practical problems of man"). 

An example of basic research in 
marketing would be a study that 
would show how population growth 
may afiect various types of marketing 
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situations. Research to determine how 
a business firm might increase sales by 
using various types of advertising or 
of display would be an example of 
applied research. 

Both types of research in agricultural 
marketing are of practical importance. 

Without basic research, applied re- 
search would shrivel up. Without 
applied research, the findings of basic 
research would not be brought to bear 
on the solution of immediate problems. 
A balance in research application must 
be achieved that will assist farmers in 
meeting their pressing marketing prob- 
lems, while providing answers that will 
alleviate marketing problems in the 
future before they become chronic. 

Both public and private research has 
a place in marketing. A few large 
organizations may find it profitable to 
carry on private research to further 
their own aims, to increase their own 
profits, and to retain for themselves 
the knowledge secured through such 
research, but not many agricultural 
producers or small marketing firms arc 
equipped to do marketing research. 
Government agencies therefore have 
been called on to engage in such re- 
search as a means of serving the gen- 
eral needs of the farming industry and 
the business community as well as the 
Nation's consumers. The knowledge 
gained in research by Government 
agencies is thus made available to 
large and small producers and mar- 
keting agencies and to all interested 
persons or firms. 

The vigorous growth of our farm 
production has long exceeded our 
ability to develop marketing machin- 
ery capable of fully meeting the mar- 
keting problems imposed. There has 
been a tendency therefore to be critical 
of the results of marketing research, 
even though it is recognized that ex- 
penditures in research for marketing 
have been modest in comparison with 
those for research in production. 

What are some of the results of 
marketing research? We have made 
significant progress in setting up ter- 
minal markets, in. grading, standard- 
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izing, packaging, and processing com- 
modities to meet consumer needs, in 
organizing and operating cooperatives 
to decrease spreads between the pro- 
ducer and consumer, in reducing risks 
through improved and timely market 
information, and in otherwise expedit- 
ing the flow of products through mar- 
keting channels. 

Other marketing developments have 
come from research: Chainstore and 
supermarket organization and opera- 
tion, self-service, every-other-day de- 
livery of milk, marketing redevelop- 
ment, better location of plants and 
stores, deep freezers and frozen-food 
locker plants, frozen fruit juices, de- 
hydrated foods, grade A milk, sweet 
cream butter, and tenderized and pre- 
cut meat. In many instances, research 
paved the way for the establishment of 
the new product or practice. 

Studies of the costs of distribution 
have been of value by making avail- 
able knowledge of what it actually 
costs to perform certain operations. 

Such information protects the con- 
sumer and improves the functioning of 
the competitive marketing system. Re- 
search in marketing, for example, has 
brought a better understanding of the 
economic functions middlemen per- 
form and has provided a better basis 
for determining the fairness of remun- 
eration for services performed. Re- 
search workers also disclosed the fal- 
lacies in the commodity marketing 
philosophy which had wide appeal in 
the i9205s that farmers, through con- 
trol of production, could fix prices at 
cost of production or more. Research 
studies have shown farmers how prices 
for farm products are determined by 
the basic laws of supply and demand. 
For example, most farmers now know 
that the demand for supercolossal 
olives or jumbo special eggs is as 
limited as the demand for Cadillac 
automobiles. Again, marketing re- 
search, in agriculture as in industry, 
has aided in determining what qual- 
ities and varieties can most profitably 
be produced. 

Consider for instance the impact of 
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research on hybrid corn, which has in- 
fluenced the marketing of corn and 
livestock in many ways. This is just one 
example of production-type research 
that is revolutionizing our agriculture 
and bringing new responsibilities to 
our marketing system. Likewise, the 
introduction of disease-resistant plants, 
the mechanization of planting and 
harvesting, the use of radioactive iso- 
topes on soils, scientific breeding of 
livestock and artificial insemination, 
the use of new insecticides, the addition 
of frozen foods, and similar research- 
born developments have basically al- 
tered the conditions of agricultural 
marketing. 

Some of the problems ahead were 
listed by Herman Haag, director of re- 
search for the Missouri Farmers Asso- 
ciation. He asked: "What will happen 
to the dairy farmer if the price of butter 
declines to the same level as oleomar- 
garine? What can be done with the 
large wheat crops ahead? What will 
synthetic fibers do to the prices of 
cotton and wool? How much of various 
products can be sold to American con- 
sumers if farmers' prices are held at 
i oo percent of parity? At 90 percent of 
parity? What will be the effect of a 
two-price system on the net prices 
which farmers receive for their prod- 
ucts? Can other uses be developed for 
the surplus remaining to be sold after 
the top markets take their share? Will 
decentralization of industry bring 
better markets to farmers? How can 
we best serve such nearby markets? 
Are we needlessly hauling raw ma- 
terials to distant markets and finished 
products back to the farming areas? 
Can meats be processed and prepack- 
aged in the Corn Belt States to reduce 
the cost of marketing? Can tests be 
developed which will accurately meas- 
ure tenderness and quality in beef and 
other livestock products?" 

Among the fields holding great 
promise in marketing research is the 
study of consumer preferences—the 
economic, social, and psychological 
factors that control consumer demand. 
Effective   marketing   of   agricultural 
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commodities in new forms, made pos- 
sible by prepackaging and processing, 
depends on adequate research of the 
needs of consumers and the value and 
costs of alternative methods. More re- 
search is also needed on pricing meth- 
ods of producers, wholesalers, and 
retail merchants with special reference 
to grade, size, and quality and on 
methods of reducing handling costs 
while improving services to consumers. 

Marketing research can help find out 
what consumers really desire and 
farmers can then direct their efforts 
to produce products that will meet 
these desires. This insures that re- 
sources will be wisely allocated. It is 
the universal procedure in manufac- 
turing industries to find out what con- 
sumers want before production is be- 
gun. The same procedure is as essen- 
tial in agricultural production. {Joseph 
G. Knapp.) 

What To Do?— 
One Man's 
View 

The market is the connecting link 
between the farmers and the consumers 
of their products. Farmers expect the 
market to accept their products when 
they are ready to sell. Consumers 
take for granted that the market has 
anticipated their needs so that the 
products they want will be avail- 
able in the quantities and qualities 
they desire at the time and place they 
are needed. 

Prices become the crystallization of 
market operations. They help decide 
farmers' incomes on the one hand and 
consumers' costs on the other. Prices 
guide farmers in making their produc- 
tion plans. They help consumers in 
deciding on their purchases. How well 
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the market meets its responsibilities is 
important to all of us. 

Satisfaction or dissatisfaction with 
prices is a key to how well we think the 
market is doing its job. Let us keep in 
mind that our judgment on this score 
is not always accurate. We often blame 
the market for the unfavorable results 
which really are not its fault because 
they grow out of the conditions under 
which the market must operate. The 
responsibility of the market is to reflect 
conditions as they exist. To blame the 
market because the conditions do not 
please us is like blaming the thermome- 
ter or the barometer for disagreeable 
weather. 

Why do we not have a perfect mar- 
ket? One reason is that it is not an 
automatic mechanism. It depends on 
human judgments and decisions. The 
"perfect market" requiring many buy- 
ers and sellers, all having complete in- 
formation and knowledge, and dealing 
in absolutely uniform products, exists 
only on the pages of a textbook. In real 
life there are many imperfections. 

Knowledge is far from complete or 
universal. Man's interpretation and 
measurement of the influences affect- 
ing the market are subject to error. 
Standardization, especially of farm 
products, is by no means complete or 
perfect. 

One criticism leveled at markets for 
farm products is that they are unstable. 
Farm prices tend to fluctuate widely. 
An important share of the explana- 
tion for this instability is supplied 
by the nature of agricultural produc- 
tion and of the demand for many 
farm products. 

Farming reacts to depression differ- 
ently than do many lines of manufac- 
turing. Farmers tend to continue to 
produce and market about the usual 
supply when depression strikes and de- 
mand falls off. Manufacturing plants 
tend to curtail output. Neither main- 
tains the former income. The farmer 
takes a lower price for the same 
volume; the manufacturer maintains 
his price better but he has a smaller 
volume to sell. 



WHAT   TO   DO? —ONE   MAN'S  VIEW 

commodities in new forms, made pos- 
sible by prepackaging and processing, 
depends on adequate research of the 
needs of consumers and the value and 
costs of alternative methods. More re- 
search is also needed on pricing meth- 
ods of producers, wholesalers, and 
retail merchants with special reference 
to grade, size, and quality and on 
methods of reducing handling costs 
while improving services to consumers. 

Marketing research can help find out 
what consumers really desire and 
farmers can then direct their efforts 
to produce products that will meet 
these desires. This insures that re- 
sources will be wisely allocated. It is 
the universal procedure in manufac- 
turing industries to find out what con- 
sumers want before production is be- 
gun. The same procedure is as essen- 
tial in agricultural production. {Joseph 
G. Knapp.) 

What To Do?— 
One Man's 
View 

The market is the connecting link 
between the farmers and the consumers 
of their products. Farmers expect the 
market to accept their products when 
they are ready to sell. Consumers 
take for granted that the market has 
anticipated their needs so that the 
products they want will be avail- 
able in the quantities and qualities 
they desire at the time and place they 
are needed. 

Prices become the crystallization of 
market operations. They help decide 
farmers' incomes on the one hand and 
consumers' costs on the other. Prices 
guide farmers in making their produc- 
tion plans. They help consumers in 
deciding on their purchases. How well 

395 

the market meets its responsibilities is 
important to all of us. 

Satisfaction or dissatisfaction with 
prices is a key to how well we think the 
market is doing its job. Let us keep in 
mind that our judgment on this score 
is not always accurate. We often blame 
the market for the unfavorable results 
which really are not its fault because 
they grow out of the conditions under 
which the market must operate. The 
responsibility of the market is to reflect 
conditions as they exist. To blame the 
market because the conditions do not 
please us is like blaming the thermome- 
ter or the barometer for disagreeable 
weather. 

Why do we not have a perfect mar- 
ket? One reason is that it is not an 
automatic mechanism. It depends on 
human judgments and decisions. The 
"perfect market" requiring many buy- 
ers and sellers, all having complete in- 
formation and knowledge, and dealing 
in absolutely uniform products, exists 
only on the pages of a textbook. In real 
life there are many imperfections. 

Knowledge is far from complete or 
universal. Man's interpretation and 
measurement of the influences affect- 
ing the market are subject to error. 
Standardization, especially of farm 
products, is by no means complete or 
perfect. 

One criticism leveled at markets for 
farm products is that they are unstable. 
Farm prices tend to fluctuate widely. 
An important share of the explana- 
tion for this instability is supplied 
by the nature of agricultural produc- 
tion and of the demand for many 
farm products. 

Farming reacts to depression differ- 
ently than do many lines of manufac- 
turing. Farmers tend to continue to 
produce and market about the usual 
supply when depression strikes and de- 
mand falls off. Manufacturing plants 
tend to curtail output. Neither main- 
tains the former income. The farmer 
takes a lower price for the same 
volume; the manufacturer maintains 
his price better but he has a smaller 
volume to sell. 



396 

The typical farm is a small unit. Its 
output is only a very small drop in the 
bucket of total supply. The farmer as 
an individual has no urge to cut output 
in the hope that this will improve his 
prices. The typical manufacturing 
concern is more important in its 
market. In fact, if it sells a special 
product under a trade-mark, brand 
name, or other distinguishing feature, 
it has in a sense a market all of its own. 
An automobile manufacturer does not 
produce and sell cars in general. He 
makes and sells a given kind of car. 

The farmer and members of the 
family do much or all of the work on 
a typical farm. The factory depends 
on hired workers. The farmer cannot 
reduce his out-of-pocket labor costs 
greatly by reducing his operations. 
The farm often produces-materials for 
use in further production on the farm. 
Most corngrowers produce corn to feed 
to livestock. If livestock is curtailed, 
the outlet for the feed is reduced. 
Factories usually buy their raw mate- 
rials. Farmers also are limited in the 
speed of their adjustments, because 
they are working with living things. 
Production cannot be stopped during 
the growing season without serious loss. 
It takes time to build a dairy herd. 
Sheep grow wool when prices fall as 
well as when they rise. It is not too 
wide of the mark to say that farmers 
do not cut output in depression be- 
cause they cannot afford to, while 
many other producers curtail because 
they cannot afford to do otherwise. 

The difference is not between the 
farmer and the manufacturer but 
between farming and manufacturing. 

AGRICULTURE can and does respond 
to profitable prices by increasing out- 
put. The expansion of food production 
during the Second World War is an 
illustration. Such increases come main- 
ly from fuller use of present capacity. 
But on the downside it is very difficult 
to reduce farm production as explained 
above. Agricultural supply hence is 
described as being relatively "inelas- 
tic.55  The physical quantity of farm 

YEARBOOK   OF  AGRICULTURE   1954 

products moving into consumption, 
food especially, likewise does not 
change rapidly. Different foods are in 
keen competition for the limited space 
in the human stomach. In a country 
such as ours relatively few people are 
at or near the starvation level. Increas- 
ing incomes in times of prosperity may 
cause some to cat more. In many in- 
stances, the shift is to higher quality 
rather than to larger quantity. The 
total amount of food consumed tends 
to be relatively stable. 

These inflexibilities are not caused 
by the market but by the nature of 
agriculture and of the demand for its 
products. Their effects are reflected in 
the results obtained by farmers from 
their markets. The relatively inflexible 
supply causes prices for many farm 
products to drop sharply when depres- 
sion strikes because demand is not 
available to move the supplies at for- 
mer prices. The relatively inelastic de- 
mand causes prices to fall more than 
they would if demand were more re- 
sponsive to price changes. One of the 
more serious consequences is instability 
in prices of many farm products and 
hence in agricultural income. 

A WORD OF CAUTION may be in place 
at this point. If attention is focused 
solely on prices, the conclusion may be 
that farmers are the only ones who 
suffer serious loss in depression. That 
is not the case. Depression is no re- 
specter of persons. Wage rates may 
hold up better than farm prices, but 
many workers experience reduction in 
hours worked with consequent drop in 
earnings, while for many others unem- 
ployment may mean complete loss of 
income. The plant operating on re- 
duced schedule experiences loss of in- 
come because of smaller sales. Price is 
only part of the income picture. Vol- 
ume likewise is important. 

Nor are all nonagricultural prices 
insensitive to ups and downs in the 
business situation. Some raw ma- 
terials other than agricultural products 
also experience sharp price fluctua- 
tions. 
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THE REASONS for changes in demand 
lie mainly outside of agriculture. 

They arise from changes in the level 
of activity and employment in the 
rest of the economy and in the export 
demand. Greater stability in the agri- 
cultural markets to an important 
extent depends on developing greater 
stability at a high level of production 
in the rest of the economy. The 
dependence of agriculture on such 
stability elsewhere is increasing as 
farming becomes even more and more 
commercial and hence even more de- 
pendent on the market to provide the 
funds for operating and living ex- 
penses. Farmers arc becoming in- 
creasingly aware of the fact that 
there is no substitute for a market kept 
strong by a high level of productive 
activity and employment generally. 

They cannot place sole reliance on 
price programs but must be concerned 
with policies and programs on a wide 
front. Other lines, in turn, are recog- 
nizing the contribution which stability 
in agriculture can make to general 
stability. 

Stability is marked by the absence 
of violent swings in market prices. 
It would be a mistake to conclude 
from this, however, that all price 
changes are undesirable. Some price 
changes are corrective. Others, par- 
ticularly the sharp, short-run changes, 
can be disruptive. If price is to 
continue to do its part in guiding 
farmers in production and in moving 
supplies through the market, it must 
remain free to reflect changing condi- 
tions. If price programs are to yield 
real stability they must reduce dis- 
ruptive swings without destroying or 
handicapping the corrective price 
changes. Price programs too often 
represent efforts to change the results 
of certain forces rather than to deal 
with the forces themselves. 

Another criticism of the market 
relates to the margin or the spread 
between the prices received by the 
farmer and those paid by the con- 
sumer. One complaint is that the 
spread   is  too  wide.   Another  arises 
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over the fact that marketing charges 
are reduced much more slowly than 
prices to farmers in a period of falling 
farm prices. 

Farmers recognize that the market 
performs indispensable services in 
moving products to the consumers. 
They want the market to perform those 
services as efficiently as possible and 
to do so at the lowest attainable cost. 

While farmers are critical of the 
instability in their prices, they also are 
critical of marketing margins because 
of their stability when farm prices 
drop. The inelastic demand that 
characterizes most farm products is 
related to this point. It does not take 
a very large increase in supply or 
decrease in demand to cause a con- 
siderable fall in prices to farmers. 
They note that the margins are much 
more rigid and that consequently the 
fall in prices at the consumer level is 
relatively less than that at the farm. 

An illustration may help make the 
farmer's viewpoint clear. Take a given 
product that sells to the consumer for 
¢1.00 a unit in a period of strong 
demand. Of that amount the farmer 
receives $0.50; the other $0.50 repre- 
sents the marketing margin. Then a 
serious depression causes consumer 
demand to fall so that the price has to 
be lowered to $0.75 in order to clear 
the market. Because of the rigidity 
of the margin, the drop comes largely 
out of the farmer's price, so that he 
receives only $0.25, or one-third of the 
consumer's price Had the drop been 
shared equally, his price would have 
fallen only to $0.37¾ and he would 
have continued to receive half of the 
price paid by the consumer. 

Handlers and processors point out 
that they are faced with relatively 
fixed operating costs, which limit flex- 
ibility. Granting this, it still may be 
suggested that those who are in a 
position to make decisions with respect 
to their margins and resale prices 
might well give serious consideration 
to sharing with the consumer as 
quickly as possible reductions in prices 
paid to farmers. 
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One of the responsibilities of the 
market is that of aiding in bringing 
about a balance between supply of 
products available and the demand 
for them. It works in this direction at 
a given time by arriving at the prices 
at which commodities on hand will 
move. This job never will be performed 
perfectly because man's knowledge 
and judgment are not perfect. Im- 
provements should be sought in order 
that the market may perform this 
function better. 

To the extent the prices arrived at 
in the market truly reflect consumer's 
preferences and demands, they become 
effective guides to farmers in deter- 
mining their production programs. An 
attractive price is an invitation to 
expand farm output as long as unused 
capacity is available. Thus, remunera- 
tive prices played an important role 
in getting production increased to fit 
the added requirements during the 
war. 

Price relationships likewise are im- 
portant. If hogs are in a relatively 
stronger price position than wheat, 
some of the wheat acreage may be 
shifted to corn and other feed grains 
on farms where such a change is prac- 
ticable. Price also indicates to con- 
sumers the relative amounts of differ- 
ent goods on the market. If some foods 
are relatively higher than others, con- 
sumers tend to adjust their purchases 
accordingly. If food prices in general 
rise faster than consumers' incomes, 
some are forced or decide to reduce 
purchases or to rely more heavily on 
less expensive foods. In that way, the 
market helps to attain balance by ap- 
proaching it from the consumer's side. 

The market's performance on this 
score is not perfect. Knowledge is 
neither complete nor uniformly dis- 
tributed. The future cannot be fore- 
told with exactness. Responses are not 
always immediate or entirely rational. 
Once a crop is in the ground there is 
little to be done other than to carry 
operations on through the harvest. 
Production conditions vary. An acre- 
age that in a year of severe drought 
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may yield a supply so small that prices 
rise decidedly may produce a price- 
depressing surplus in a year of ideal 
growing conditions. Heat, cold, too 
much or too little moisture, or coming 
at the wrong time, diseases, insects, 
and other variables affect the outturn. 
Wars, depression, world conditions, 
employment, business activity, infla- 
tion, and other influences lead to de- 
cided changes on the demand side. 
The market does not create those 
variations. Its function is to reflect 
the changing conditions as accurately 
as possible. 

THERE ARE TWO situations in which 
the farm market loses much of its effec- 
tiveness as a balancer or adjuster. One 
is under conditions of decided inflation, 
as in war. The other is in a period of 
disastrous depression. During a major 
war many resources, have to be shifted 
from civilian to war production. The 
latter stimulates activity and adds to 
money incomes. Capacity operation is 
soon reached in many lines of civilian 
production. Manpower and other re- 
sources for increasing capacity are 
short. Plentiful dollars are in the 
market seeking scarce goods. The 
market reflects this in rapidly rising 
prices. 

These prices, however, do not pro- 
vide a corrective expansion of output 
once capacity is reached. Neither are 
they very effective in discouraging de- 
mand because spending means are 
ample. Allowed to run its course, infla- 
tion will do serious harm to the econ- 
omy generally and inflict hardship on 
fixed-income people of modest means. 
Price controls and ceilings may have a 
legitimate place in serious inflation. 
Greater reliance, however, should be 
placed on limiting money supply 
through credit restriction and absorb- 
ing excess spending means through 
heavier taxation. This enables the 
market to perform its customary role 
effectively, and avoids supplanting 
market action with arbitrary controls 
which tend to bottle up rather than to 
reduce explosive forces. 
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Likewise, in a period of serious de- 
pression, even a decided drop in prices 
paid farmers does not lead to major 
curtailment in output, for reasons al- 
ready indicated. When only some 
farm products drop in price, many 
farmers can shift to others. When all 
fall, shifting out of all means stoppage 
of income. Unemployment shuts the 
door to a shift to nonagricultural lines. 
Even decided drops in prices to con- 
sumers may not expand consumption 
greatly both because of inelastic de- 
mand and because of the lack of buy- 
ing power. Good public policy may 
call for steps to prevent market de- 
moralization, pending recovery of pro- 
ductive activity and employment. 

These may take the form of supple- 
ments to incomes or of floors under 
farm prices. 

Even in relatively good times, some 
farm commodities may be in distress 
because the generosity of nature has 
led to unusual yields in a given season. 
Such a situation also may arise when 
farmers have misread market indi- 
cators and have accepted earlier favor- 
able prices as an invitation to expand 
production more than a later market 
will take except at greatly reduced 
prices. Potatoes illustrate some decided 
price swings for such reasons. The 
somewhat regular cycles in beef cattle 
and hogs arise, at least in part, from 
the same source. 

Ups and downs in the general level 
of farm prices, largely as a result of 
conditions outside of agriculture, and 
swings in individual prices caused by 
nature or by errors of judgment, result 
in some marked instability in farm 
prices and incomes. While a longtime 
average of farm income may even out 
such swings, this offers no solace for 
those who are bankrupted by violent 
breaks in the price structure. For ex- 
ample, some farmers who had gone 
heavily into debt to buy or improve 
their farms lacked resources to see 
them through the severe depression of 
the 1930's. Foreclosure became the lot 
of many of them. Those who were 
young enough to get another start may 

399 

have achieved a comfortable position 
during the good prices since 1940. 
Others were too old for this or had 
been so shaken by their reverses that 
they had lost their grip. 

PRICE INSTABILITY has become of 
increasing concern to farmers as 
agriculture has become even more de- 
pendent on the market for its cash 
income. Farmers were more self- 
sufficient in pioneer days. Farms 
produced more of the simpler fare 
of that day. The animal power was 
raised on the farm. There was more 
dependence on muscle and less on 
machines. Taxes and interest required 
only modest amounts of cash. Living 
was simple. A commercial farm today 
needs to have a large flow of incoming 
cash to meet current operating and 
living expenses. That cash comes 
mainly from sales on the market. 
The interdependence within the econ- 
omy is much greater than ever before. 
Farmers are vitally concerned with 
the level of employment and activity 
off the farm. They have an important 
stake in financial, fiscal, and monetary 
affairs because these affect farm in- 
comes. 

The idea of parity and parity price 
grew out of the concern of farmers 
with the relationship between agri- 
culture and other lines. Henry C. 
Taylor and Anne Dewees Taylor 
in their book. The Story of Agricultural 
Economics, note (page XIII) that the 
term parity descriptive of this relation- 
ship appeared in Wallace's Farmer as 
early as. 1922. Parity price, represent- 
ing a ratio between an index of prices 
received by farmers for products sold- 
and one of prices paid for supplies 
they buy, with 1910-1914 as the base 
period of 100, was developed by the 
former Bureau of Agricultural Eco- 
nomics as an indicator of the price 
relationship. 

This indicator was included in the 
Agricultural Adjustment Act of 1933 
as the goal in restoration of farm prices 
and has been retained in subsequent 
farm legislation.  In response to criti- 
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cism that 1910 to 1914 no longer 
represented appropriate price relation- 
ships, the Congress modified the 
formula in 1948. The base period of 
1910-1914 was retained to indicate 
the relationship between the general 
level of prices received to prices paid 
but average prices over the most re- 
cent 10 years were used to reflect the 
changing relationship among the dif- 
ferent farm commodities. These revised 
parity prices were lower for some 
products, such as wheat, and higher for 
others, such as livestock. In early 1954, 
however, the new formula had not 
been applied in the case of any basic 
commodity where it would result in 
lower parity prices—that is, amend- 
ments to the Agricultural Act of 1948 
still provided for deferring until Janu- 
ary 1, 1956, use of the new formula 
where it lowered parity for a basic 
commodity. 

The Agricultural Adjustment Act 
of 1933 was enacted in the depths of 
depression, when emphasis naturally 
centered on raising farm prices as a 
way of restoring farm incomes. Price 
supports of more moderate proportions 
than those of more recent years were 
viewed as adequate in that period. 
A sliding scale of support ranging 
from 52 to 75 percent of parity was 
in effect for some basics before the 
Second World War. 

War needs shifted concern from 
price-depressing surpluses to that of 
meeting increased requirements. This 
led to a change in the objective of 
price supports to that of encouraging 
production of basic and other specified 
commodities by using supports as a 
protective floor in the event of a 
sudden break in the market. Minimum 
support levels for a number of the 
main commodities were first set at 85 
percent and then to 90 percent of par- 
ity to make them effective for such 
purpose. War demands were strong 
enough to keep most prices above 
these levels so supports provided 
standby protection. Wartime measures 
extended these supports for 2 years be- 
yond the end of hostilities to give farm- 
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ers a period in which to adjust to an- 
ticipated smaller, peacetime markets. 
These supports would have ended in 
1948 under this provision. 

The Agricultural Act of 1948 con- 
tinued 90 percent supports on basic 
products and specific supports on 
certain other commodities for an 
additional 2 years. A variable scale of 
supports from 60 to 90 percent of 
parity was established to take effect 
for basic commodities—corn, cotton, 
wheat, tobacco, rice, and peanuts— 
at the end of 1950. The act of 1949 
continued the 90 percent supports 
through 1952 and these were extended 
through 1954 by the Congress in 1952. 
The act of 1949 also raised the mini- 
mum from 60 to 75 percent of parity. 

Farm prices participated in the up- 
ward surge following the removal of 
price controls after the war. As supplies 
began to overtake demand, some 
weaknesses in the farm price structure 
became evident in 1949 and early in 
1950. The Korean outbreak in 1950 
renewed inflationary pressures and 
rising farm prices. The subsequent 
peak came in February 1951; from 
then there was a downward trend into 
the winter of 1953. The decline was 
more marked during the latter part of 
1952 and early 1953 and brought price 
supports into more active operation 
once more. 

The effects of changes in the eco- 
nomic situation on agriculture may be 
tempered by price supports. Income 
payments may be used for the same 
purpose. Judicious use of such a farm 
program may help give strength to the 
economy generally. Farmers will be in 
a better position to buy production 
goods and maintain family living on 
a fairly normal scale in depression. 

Instability in prices for individual 
farm commodities calls for treatment 
suited to each case. To the extent live- 
stock production responds to each 
season's feed situation, greater stability 
may come from programs to maintain 
a more uniform feed supply by carry- 
overs from year to year. Storage to 
even out supplies needs to be kept sepa- 
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rate from Scheines to raise prices. The 
level of stocks needed rather than 
prices should be the guide. 

Farmers are not free from responsi- 
bility for periodic price swings of the 
type represented by the cattle and hog 
cycles. Overoptimism when prices are 
favorable may lead to the production 
of such numbers of animals that when 
they arrive on the market unprofitable 
prices may result. Pessimism over 
prospects in turn may swing the pro- 
duction pendulum too far in the other 
direction. More stability in the pro- 
duction programs of farmers will help 
the market do a better job. 

But what about commodities such as 
potatoes and other vegetables and 
fruits for which acreage and weather 
conditions may cause wide variations 
in output and hence price instability? 
Should producers be expected to 
absorb all of such risk or should it be 
shared by the public? Producers of 
such commodities are aware of such 
risks and take them into consideration. 
The risks are not all on one side. Some 
years may be decidedly more profit- 
able than others. Growers who get 
good yields in times of low total out- 
put stand to gain. It is reasonable to 
expect producers to balance out their 
incomes over a period of years rather 
than to rely on only one season. 

However, a sharp price break in a 
commodity may spell disaster for 
some of its producers and public 
assistance may help strengthen the 
market. This may benefit the public 
by discouraging too sharp a reduction 
in output with inadequate supplies 
and high prices the following season. 

Because these commodities are usu- 
ally perishables, the price-supporting 
loans and storage are unsuitable. A 
purchase and diversion program may 
be one alternative. This was employed 
in 1952 to ease the price effects of a 
large turkey crop. Diversion programs 
can be used only within limits. If an 
attempt is made to channel any con- 
siderable share of the output to other 
than regular market outlets, inroads 
on the latter are hard   to prevent. 
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Moreover, public opinion is intolerant 
of wastage of food supplies and pro- 
grams which involve loss of products 
will not be acceptable. 

There are limits to the bolstering 
that can be given prices without serious 
interference with the proper function- 
ing of the market. A premium must not 
be placed on continued production of 
goods not wanted by the market. Such 
production represents poor use of 
manpower and other resources. Pro- 
grams should contribute to stability, 
not encourage unbalance. That is, they 
should alleviate, not aggravate, prob- 
lems. They should seek to improve 
upon the functioning of the market. 

A point inadequately understood is 
that a program which maintains prices 
at attractive levels leads to surpluses 
and, if continued, will call for controls 
over rights to produce and sell. If the 
Government is to take away from the 
market the job of arriving at prices, it 
necessarily must also take over the 
function of directing production and 
consumption. Acreage allotments and 
marketing quotas do just this. 

It may be argued that organized 
controls have become so general in 
nonagricultural lines that farmers must 
look to Government for similar power. 
The price control enjoyed by others is 
easily overestimated. Neither monop- 
oly nor competition is perfect. More- 
over, to the extent monopoly powers 
are abused, the more desirable remedy 
is to curb them, not to multiply them. 
A point generally missed is that if 
persons engaged in farming are to be 
provided gains by giving them monop- 
oly powers, the number permitted to 
share in these gains must be restricted. 
A proposal to limit entry into farming 
i^not likely to win much public favor. 

The best road to better farm prices 
and incomes is to be found in increas- 
ing efficiency and decreasing costs of 
production, in improving upon the 
functioning of the market, and in 
maintaining good health in the econ- 
omy generally, rather than in depend- 
ing primarily on arbitrary supports 
and controls. (0. B. Jesness.) 



An Atlas 

Presented m the follow- 
ing pages is an Atlas of Marketing, which points out the 
problems of marketing various types of farm products: 

Feed grains, wheat, fruits and vegetables, sugar, to- 

bacco, cotton, fats and oils, wool, poultry and eggs, 

dairy products, and livestock. Some of these commodi- 

ties are widely grown; others are restricted to highly 

specialized areas of production. Some are produced the 

year around; for others the whole year's supply comes 

on the market in a few months. Some are highly perish- 

able, others can be stored from one year to the next. 
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Some come off the farm ready to be eaten, and others 
require extensive processing. Each of these commodities 
requires its own types and locations of markets, its own 
methods of handling, its own marketing agencies, facili- 
ties, and channels. This Atlas portrays these unique 
characteristics. It presents facts and figures on where 

the commodities are grown, how they are sold, the uses 

made of them. It traces the development of markets for 
them, especially recent trends and current problems. 

Feed 
Grains 

Feed grains are marketed principally 
through livestock and livestock prod- 
ucts. The cash sales of the four feed 
grains—corn, oats, barley, and the sor- 
ghum grains—are comparatively small; 
they make up only about 5 percent of 
the gross income of farmers. But cash 
receipts from the livestock and poultry 
that are produced from the feed grains 
and forages account for more than 50 
percent of the total farm income. 

The surplus feed-grain producing 
area of the Midwest has become the 
center of the livestock industry, partic- 
ularly hogs and beef, which can be 
processed and shipped to major con- 
suming areas more economically than 
feed grains. 

Some livestock products, notably 
milk, eggs, and poultry, are produced 
in quantity near the areas of con- 
sumption, particularly the Northeast, 
which depends largely on Midwest feed. 

281437°—54- -27 

The production of feed grains has 
increased steadily since the early part 
of the nineteenth century. The im- 
provement of the plow for turning the 
prairie sod was later followed by me- 
chanical power for cultivating and 
harvesting feed grains. Those develop- 
ments made possible greater produc- 
tion and released about a fourth of the 
production of feed grains, which had 
been fed to work animals, for use in 
producing meat, milk, and eggs. The 
extension of railroads into the Midwest 
facilitated the movement of grain and 
livestock to consumers in the East and 
to the coast for export. The rapid 
growth of trucking has been important 
more recently in the transportation of 
feed grains, livestock, and livestock 
products. Another factor in the in- 
crease of feed grains was the improve- 
ment in seed, including the develop- 
ment of corn hybrids and new varieties 
of grains that are adapted to the vari- 
ous regions. 

The acreage in feed grains reached a 
record high in 1932, but has declined 
since then. In 1948-1952 the acreage 
was about one-eighth smaller than 20 
years earlier, but production, reflecting 
higher yields to the acre, increased 
nearly one-fourth. 

Grains and the byproduct feeds or- 
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FEED GRAINS:   PRODUCTION BY STATES, I948-I952 AVERAGE 

State and division Corn 1 Oats 

Maine  
New Hampshire. 
Vermont  
Massachusetts. . . 
Rhode Island. . . 
Connecticut  
New York  
New Jersey  
Pennsylvania. . . 

North Atlantic. 

Ohio  
Indiana. . , 
Illinois. . . 
Michigan. 
Wisconsin. 

North Central East. 

Minnesota. . . . 
Iowa  
Missouri  
North Dakota. 
South Dakota. 
Nebraska  
Kansas  

Delaware  
Maryland  
Virginia  
West Virginia. . 
North Carolina. 
South Carolina. 
Georgia  
Florida  

South Atlantic. 

Kentucky. . 
Tennessee. 
Alabama. . 
Mississippi. 
Arkansas. . 
Louisiana. . 
Oklahoma. 
Texas  

Sorghum 
Barley grain Total 

1,000 tons 1,000 tons 
13 58 
16 
78 

3 
19 

45 3 
1 

47 

261 
1,768 

2 
459 

23 
424 

3,032 

31,292 

North Central West. 

6,274 

/,000 tons     1,000 tons     1,000 tons 

4   75 
  ig 

1    98 
  48 
  9 
  49 

59   i,3i4 
^5   299 

:33   2,325 

992 

13, 936 
2,019 

749 
801 

2'Ht 
3,409 2> 125 

6,925 

146 3 
565 26 

r,i44 71 
26 

183 
744 248 

1,300 193 
232 8 

758 

2,237 37 
1,717 92 
1,310 5° 

84 1,168 
689 80 
438 26 
571 141 

1,305 317 

14 
13 

It 
159 

297 

6,745 3,162 776 
5,73i 3,804 23 

^1 574 39 
798 1,047 

2,857 1,492 465 
6,621 930 134 
:,974 304 83 

8 

II 
9 

25 
10 
2 

178 

1 
1 
2 

T6 

35 

r6 

12 
78 

I, OO4 

39,265    11,064     2,567     1,111 

32 

8 
1 

310 

2,376 

South Central. 9,435 827 ^9 2, 701 

4,236 

6,054 
7,452 
16,344 
2,972 
5,693 

38,515 

10,683 
19,559 
5,284 
2,527 
4,826 
7,763 
3,365 

54, 007 

157 
649 

1,281 
310 

2,097 
1,005 

1,503 
240 

7,242 

2,310 

1,837 
1,367 
1,253 

779 
465 

1,038 

4,033 

13,082 
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FEED GRAINS: PRODUCTION BY STATES,  1948-1952 AVERAGE—Continued 

State and division Corn 1 
Sorghum 

Oats Barley grain Total 

1,000 tons    1,000 tons    jpoo tons    1,000 tons    1,000 tons 
Montana  74 180 413    ■ 667 
Idaho  51 129 290 470 
Wyoming  27 72 105 204 
Colorado  390 94 307 75 866 
New Mexico  35 10 12 14A 202 
Arizona  12 7 155 67 241 
Utah  30 34 149    • 213 
Nevada.  2 5 18    . 25 
Washington  31 in 107    . 249 
Oregon  30 139 250    . 419 
California  

ates  

68 83 

864 

21,430 

1,236 

3,042 

6,415 

103 

390 

i,49o 

West  750 

9°, 048 

5,046 

The United St 4,235 122, 128 
1 Production for all purposes. 

dinarily provide nearly one-half of the 
total feed for livestock. Pasture, hay, 
and other forages furnish a little over 
one-half. Corn makes up about 60 
percent of the total grain and the by- 
products fed to livestock, but only 
about one-fourth of the total feed, 
including forages. Hogs and poultry 
are produced almost entirely from 
grains and byproduct feeds, but cattle 
and sheep depend heavily on pasture 
and other forages. 

The North Central States produce 
approximately 75 percent of the na- 
tional output of the feed grains. They 
are especially important as a source of 
commercial supplies of feed grains, 
providing about 85 percent of the 
corn and more than 80 percent of fhe 
oats going into commercial channels. 
An Illinois farmer, for example, sells 
more than 40 percent of his corn and 
the Iowa farmer about a fourth, while 
a Pennsylvania farmer sells only about 
15 percent and the Georgia farmer 
only 10 percent. The North Central 
States supply about half of the com- 
mercial barley. The West Coast States 
are the second major source. Texas 
and Kansas are the major sources of 
the sorghum grains—more than 80 
percent—that enter commercial chan- 
nels. 

The normal flow of feed grains is 
from the Midwest to the East, South, 

and West. But because each region is 
a producer as well as a consumer of 
feed grains, the movement is not 
uniform or continuous. Year-to-year 
variations in production and feed 
requirements in the various regions 
result in local surpluses or deficits, 
which change the magnitude of the 
flow or reverse it. In abnormal years, 
such as 1936 and 1947, the pattern of 
movement changes materially, and 
it may even be reversed as drought 
areas of the Corn Belt become de- 
ficient in production of feed grains. In 
1949-1950, a fairly typical marketing 
year, farmers in North Central States 
sold about 28 million tons of feed 
grains, of which 8.3 million tons were 
shipped out of the region by rail and 
barge—a little over 40 percent to the 
North Atlantic region; about one-half 
to the South Atlantic and South Cen- 
tral regions; and less than 10 percent 
to the Western States. An additional 
tonnage moved out by truck, for 
which data are not available. 

COMMERCIAL MARKETING of grain 
begins at country elevators, which 
have facilities for marketing, condi- 
tioning, and storing grain. 

The cost of receiving the grain by 
truck, placing it in the elevator, and 
moving it from the elevator at the 
close of the storage period usually is 
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3 to 8 cents a bushel, depending on the 
kind of grain and the State or area in 
which the elevator is located. The 
usual yearly charge for storage is 10 to 
15 cents a bushel. 

Country elevator operators have 
many outlets for their grain. They sell 
some locally to stockmen, dairymen, 
and poultrymen. They sell and ship 
large quantities to millers, feed manu- 
facturers, and feeders in deficit pro- 
ducing areas. But most of the grain 
handled in country elevators goes to 
terminal markets. 

Terminal markets provide weighing 
and inspection services, drying and 
storage facilities, market quotations, 
services of commission merchants, and 
services of financing, insurance, and 
forwarding agencies. Farmers, country 
elevator operators, or others who wish 
to ship grain to a terminal market may 
either sell their grain to a cash grain 
firm, consign it to the market for sale 
by a commission merchant, or to a 
terminal elevator or warehouse for 
storage. The charges for receiving grain 
into the storage elevator by rail or 
water and loading it out into cars 
range from about 2 to 3 cents a bush- 
el. The storage charge is approxi- 
mately the same as for the country ele- 
vators. 

Marketings of feed grains by farmers 
are seasonally heavy during and just 
after harvesting. 

Marketings of corn are greatest dur- 
ing November-January, after the har- 
vest in the Corn Belt. The prices are 
seasonally low during November and 
December. They normally advance 
during the rest of the season, reaching 
a seasonal high in August. The sea- 
sonal pattern of marketings, cost of 
storage, and loss of grain in storage are 
all basic to the seasonal rise in prices. 
The seasonal rise in the average price 
to farmers is greater than that in the 
market price of a specified grade, as 
the farm-stored corn loses moisture and 
usually improves in quality during the 
year. Average prices received by farm- 
ers normally rise from a seasonal low 
of 91 percent of the yearly average in 
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November to a high of 112 percent by 
August. The seasonal range in price of 
No. 3 Yellow corn at Chicago, how- 
ever, is usually about 95 to ro8 percent 
of the yearly average. 

Marketings of oats and barley follow 
a somewhat similar pattern. Heaviest 
marketings occur during July-Septem- 
ber, the period of seasonally low prices. 
Marketings decline in the winter and 
spring and the prices advance, usually 
reaching a seasonal high in April or 
May. 

Heavy marketings of sorghum grains 
begin with the harvesting of the Texas 
crop in summer and extend through 
autumn, when Oklahoma and Kansas 
crops are harvested. As with corn, the 
seasonal low in prices of sorghum 
grains is usually reached in November, 
but the seasonal high usually comes in 
May or June, before the Texas crop 
starts to market. 

In the commercial channels of dis- 
tribution, feed grains are practically 
always bought and sold by grade. The 
United States Grain Standards Act 
requires that in all interstate trading in 
which grains are bought or sold by 
grades, the grades used shall be those 
established by the Secretary of Agri- 
culture. At country points the buyer 
determines the grade, but at large 
terminal markets grains are graded by 
inspectors licensed by the Department 
of Agriculture, but employed usually 
by the State or by the grain exchanges 
located in such markets. 

Factors that determine Federal grades 
for grain are test weight, soundness, 
cleanliness, purity of type, dryness, and 
general condition. The best grain is 
No. 1. Grain increasingly inferior is 
given grades down to No. 4 or No. 5. 
Sample grade is applied to grain too 
poor in quality to meet the require- 
ments of the numbered grades. Grade 
determines largely the price paid for 
various shipments of feed grains re- 
ceived in the market, although prices 
fluctuate from day to day for grain of 
any one grade. 

The quality of feed grains marketed 
each year is indicated by the percent- 



Oats and Corn 
Receipts Graded by Licensed Inspectors, by Grade 
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age of the marketings that falls in each 
of the Federal grades. Percentages of 
each of the four feed grains, classified 
by grades, for 1947-1951 are shown in 
an accompanying chart. 

Storage of feed grains from one year 
to the next is usually comparatively 
small. The bulk of the storage is from 

harvest until the grain is used later in 
the marketing year. The record carry- 
over of 30.6 million tons of feed grains 
in 1950 was equivalent to only about 
one-fourth of the annual production. 
Usually about 10 to 15 percent of the 
production is carried over at the end of 
the year, and part of it is for normal 

409 



Seasonal Variation in Prices and Sales 
of Corn and Oats 
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PERCENT 

Sales by Months' 

PERCENT 

OCT       NOV        DEC        JAN FEB       MAR        APR        MAY        JUN JUL        AUG        SEP 

Price NM* Sales by Months1 

PERCENT 

105 

100 

95 

I      A OATS 

V    .H||. 
PRICES ^^ ^¢^       _      ^^l   t^^^J^ 

-iitltmfl 
JUL AUG SEP        OCT        NOV        DEC        JAN FEB        MAR APR        MAY        JUN 

* Seasonal variation in prices received by farmers, based on the period 1922-41 

* Monthly sales are percentage of annual sales, 1938 47 average 
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working stocks. More than 85 percent 
of the carryover stocks of corn and oats 
ordinarily are held in the north central 
region. 

Most of the corn is stored as ear corn 
in cribs on farms. Much of it is fed, 
chiefly to hogs, without shelling. A 
part of the crop is shelled and stored 
in bins or sold. Most of the oats is also 
stored on the farm. Much of the barley 
and sorghum grain goes into commer- 
cial storage. 

In 1953 country elevators had a total 
storage capacity for all grains of 1,466 
million bushels. Terminal and sub- 
terminal elevators had a capacity of 
748 million bushels. About 37 percent 
of the total commercial storage was in 
the eight Corn Belt States. The Com- 
modity Credit Corporation has pur- 
chased bins over a number of years to 
provide space for the storage of grains 

taken over under the price-support 
programs. In March 1954 the capacity 
of CCC bins totaled 640 million bush- 
els. Farm stocks of the four feed grains 
totaled 3,061 million bushels in Janu- 
ary 1954. That would mean that farm- 
ers have crib and bin capacity, includ- 
ing some temporary cribs, for at least 
that quantity of feed grains, although 
it cannot be considered as an indica- 
tion of the total capacity. About 85 
percent of this was in the North Cen- 
tral States. 

For successful storage, shelled corn 
and other feed grains must be in good 
condition and dry when placed in 
storage. Artificial drying of grain has 
increased in popularity in recent years, 
particularly over the Corn Belt. The 
equipment usually consists of an oil or 
gas burner to heat the air and a power- 
driven fan to circulate it. Small units 
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for use on the farm and large units for 
commercial elevators have been de- 
veloped. In the eastern and southern 
parts of the country, corn is harvested 
with a high moisture content and must 
be dried down to about 13 percent 
moisture before it can be safely stored 
through the year. In many areas addi- 
tional steps must be taken to preserve 
the quality. Chief of these are the use 
of chemicals (liquids, sprays, and 
dusts) to control insect infestation and 
aeration of the grain to prevent spoil- 
age from moisture coming from within 
the grain mass. 

Deterioration of the quality of 
shelled corn and small grains during 
storage is a problem almost every- 
where. Some spoilage of corn is likely 
to occur, even when it is comparatively 
dry, unless some artificial means is 
used to prevent it. Spoilage is caused 
by the moisture-laden air currents that 
develop within the corn mass when 
the corn near the outside of the bin is 
cooled in the fall and the corn in the 
center remains warm. The currents 
move upward through the warm corn, 
picking up moisture on the way. As 
the warm, moist air nears the surface, 
it cools and deposits some of its mois- 
ture on the corn. Increased moisture 
causes the surface corn to heat, and 
after a few months a layer of corn 
about a foot thick on the surface usu- 
ally is spoiled. 

The principle of aeration has been 
used experimentally to prevent move- 
ments of moisture. A low-powered, 
motor-driven fan or a wind ventilator 
on the top of the storage structure is 
attached to a tube inserted vertically 
so that it extends about half way to 
the bottom of the grain. The lower 
part of the tube is perforated. The fan 
or ventilator draws the warm air from 
the center of the bin into the tube and 
exhausts it outside the storage. Warm 
air entering the tube is replaced with 
cool air from the area above the grain. 
That method of aeration removes 
warm air before air currents are estab- 
lished within the bin and at the same 
time  draws  cool  air down into  the 

grain mass, thereby tending to equalize 
the temperature in all parts of the bin. 
If such aeration is to be effective, the 
grain must be of good quality, dry, and 
free from foreign materials and insects 
at time of storage. The method cannot 
recondition poor, damp, weevily grain. 

FARM SALES AND IMPORTS, which have 
been fairly important for oats and 
barley in recent years, make up what 
is considered the commercial supply of 
feed grains. Farmers sold about one- 
fourth of the corn and oats, 60 percent 
of the barley, and two-thirds of the 
sorghum   grains   produced   in   194.7- 
1951. 

A little less than one-third of the corn 
sold by farmers is purchased by proc- 
essors for making food and industrial 
products. The wet-processing industry 
converts corn into starch, sugar, and 
sirup. Dry processors produce corn- 
meal, hominy grits, flour, and pre- 
pared cereals. Distillers use corn in 
producing alcohol, distilled spirits, and 
other alcohol products. Usually a little 
more than half of the corn sold is 
bought for livestock feed, and includes 
that going directly to livestock pro- 
ducers and that purchased by feed 
manufacturers. Thus, including the 
corn fed on farms, about 90 percent 
of the total corn produced is fed to 
livestock. 

About 12 percent of the oats sold and 
3 percent of the total production is 
used for making oatmeal. Nearly one- 
fourth of the commercial oats supply 
is bought for seed. Most of the re- 
mainder is bought for livestock feed. 

A little more than 50 percent of the 
barley sold in 1947-1951 was used in 
making malt, which in turn is used 
principally in producing malt liquors, 
alcohol, and distilled spirits. About 
one-fourth was bought for feed. Most 
of the remainder was exported. 

The bulk of the sorghum grains 
entering the commercial channels is 
bought for livestock feed or exported. 
In 1947-1951 about 40 percent of the 
quantity marketed by farmers was 
bought for feed and about 45 percent 
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was exported. During the Second 
World War and in some years since, 
substantial quantities of the sorghum 
grains have been used to produce 
alcohol. An additional outlet is pro- 
vided by the wet-processing plant in 
Corpus Christi, Tex., which has been 
in operation since 1949 and has a 
capacity of about 6 million bushels 
annually. 

Foreign trade in feed grains in most 
years is comparatively unimportant, 
as the bulk of our feed grain is pro- 
duced and consumed within our own 
country. Although total exports in 
1948-1952 were larger than in any 
comparable period since 1900, they 
averaged only about 4 percent of the 
total production and 15 percent of the 
total sales by farmers. Exports of corn 
averaged 109 million bushels, or about 
half of the total tonnage of feed grains 
exported. They accounted for a little 
more than one-tenth of the total sales, 
and about 3 percent of the total 
production of corn. Exports of oats 
usually amount to less than 3 percent 
of the total sales. About one-sixth of 
the barley sold is exported. Exports 
have been a more important outlet for 
sorghum grains. The Texas crop is 
favorably located for export, and the 
bulk of the exports are shipped from 
Galveston. 

Imports of feed grains are generally 
of minor importance. Except in the 
drought years of 1934 and 1936, 
imports of corn have been practically 
negligible. During the Second World 
War and in some years since, sub- 
stantial quantities of oats and barley 
were imported from Canada. Except 
in the drought years, imports have 
never exceeded 3 percent of our total 
production  of feed  grains. 

The 1954-1955 supply of the four 
feed grains was expected to be a new 
high record, mainly because of a large 
carryover of corn from preceding years. 
Near-record consumption of the grains 
also was expected, largely because of 
an increase in the number of grain- 
consuming farm animals. {Malcolm 
Clough, James W, Browning.) 

Wheat, a 
Food Grain 

Wheat is one of the most important 
crops of the United States. It is the 
national bread crop. Many farmers 
'grow it. A large acreage of land is 
annually devoted to it. It constitutes 
an important part of our domestic 
commerce. Normally it is one of our 
chief agricultural exports. 

Among field crops, wheat normally 
ranks fourth in farm value. Since 1945- 
1946 our country has been the world's 
leading exporter of wheat and flour. 

Wheat is primarily a cash crop. In 
some areas it is almost the only source 
of cash farm income. It is grown on 
about a third of the farms of the 
United States. In the western edge of 
the Great Plains region and in the 
Pacific Northwest are areas in which 
more than half of the total cultivated 
land is given over to wheat. 

Specialization in wheat growing 
often occurs in a climate that does not 
favor the growing of other crops. Any- 
thing that affects yields, costs, or prices 
of wheat in those places affects directly 
the welfare of the farmers and the 
whole community. 

Wheat is second only to cotton in 
amount of cash income to American 
farmers. It enters trade to a greater 
extent than any other crop except 
cotton. 

Production of wheat in the United 
States exceeded a billion bushels in 
1915 and again in 1944. Production 
has exceeded a billion bushels every 
year since 1944 except 1951. The all- 
time peak was 1.4 billion bushels in 
1947. In 1948 and 1952 production 
was only slightly less. 
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Changes in acreage seeded before 
1938 affected production much less 
than did changes in yield. The in- 
fluence of change in acreage since 1938 
has equaled that of change in yield. 
The increased variation in acreage has 
been due mainly to acreage-allotment 
programs, which were responsible for 
the sharp acreage reductions in 1939, 
1942, 1950, and 1954. In some years, 
weather at seeding time and economic 
conditions also have influenced the 
acreage seeded. 

Yields show no discernible trend in 
the 1920's. In the 1930's they were 
abnormally low because of unfavorable 
weather. From the low level of 8.0 
bushels per seeded acre in 1933, yields 
increased steadily to a record 18.3 
bushels in 1942. Since 1942, the yields 
have averaged about 15.4 bushels per 
seeded acre. The principal factors, 
other than weather, that have contrib- 
uted to the increase in yields have been 
the use of more commercial fertilizer, 
improved varieties, more tractors, 
combines, and other machinery, and 
more pesticides. 

The United States has four fairly 
definite wheat-producing areas, which 
overlap considerably. 

Hard red winter wheat is grown 
mainly in the southern Great Plains; 
the leading States are Kansas, Okla- 
homa, Texas, Nebraska, and Colorado, 
the crop in all of which from 1943 to 
1952 made up about 40 percent of the 
total crop in the country. 

Hard red spring wheat is grown 
chiefly in the northern Great Plains, 
in North Dakota, Montana, South 
Dakota, and Minnesota. Total pro- 
duction there in the 10 years consti- 
tuted about 25 percent of the total 
crop. 

Soft red winter wheat is produced in 
the eastern half of the United States, 
principally in Ohio, Missouri, Indiana, 
and Illinois. White wheat predomi- 
nates in the Pacific Northwest, in 
Washington, Oregon, and Idaho. It is 
also produced in Michigan and Cali- 
fornia. Durum and red durum wheat 
are grown principally in North Dakota. 

Wheat is produced primarily for 
human food. Each class has particular 
food uses. Hard red spring and hard 
red winter wheats are suited especially 
for bread flour. They contain a rela- 
tively large amount of strong, elastic 
gluten, essential for the best bread 
flour. Soft red winter and white wheat 
flour, both low in protein, are used for 
pastry, crackers, biscuits, and cakes. 
Durum wheat is used for making sem- 
olina, from which are made macaroni 
and spaghetti. Some red durum wheat 
is used to make breakfast food, but its 
main use is for poultry and stock feed. 

What the producer docs not keep for 
food, feed, and seed goes to distributors 
or consumers. Farmers sold about 85 
percent of the wheat crop in 1943- 
1952. That can be considered the com- 
mercial crop. Under ordinary condi- 
tions, each of 17 States has more wheat 
than is required for its own needs for 
food, feed, and seed. The extra quan- 
tity is drawn upon by the other 31 
States and Territories, whose produc- 
tion of wheat is below their consump- 
tion, and it also provides quantities for 
export. 

The movement of winter wheat to 
market begins in the latter part of May 
in Texas and becomes general in the 
main Wheat Belt in June and July. 
The new crop of spring wheat in North 
Dakota does not begin to move until 
August, and the peak occurs in Sep- 
tember. In the Pacific Northwest, 
movement starts in mid-July. For the 
entire crop, the peak of flow from 
farms is in July and August. More 
than a third of the crop was marketed 
in July and August in 1938-1947, the 
latest published figures, and about 70 
percent in the first 6 months of the 
marketing year—from July through 
December. 

Commercial marketing of wheat be- 
gins at the local mills or elevators, 
which are located usually along rail- 
roads in grain-producing areas. 

The elevators provide facilities for 
marketing, conditioning, and storing 
wheat. Their storage capacity gener- 
ally is from 15,000 to 50,000 bushels. 
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Wheat Acreage by Regions 

^:^ 

White Wheat   8.48 9,0 O O acres 

2   Hard red spring 22,631.000 acres 

Hard red winter 41,645,000 acres 

I    Soft red winter 12,166,000 acres 

Each dot represents 5.000 acres (1949) 
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The wheat may be hauled directly 
to the local elevator from the farm as 
it is harvested, or it may first be binned 
on the farm. The dry summers in the 
Far West favor the local storage. But 
humid conditions elsewhere, especially 
in the South, mean heat and insect 
damage, which are unfavorable for 
storage except under ideal conditions 
of warehousing. 

The high moisture content of grain 
harvested by combines makes it nec- 
essary to provide facilities for drying. 
Not many farmers have driers, so they 
take their grain to an elevator where 
it can be conditioned by mixing with 
dry grain or by running it through 
grain cleaners, which remove some of 
the moisture before it is sent on to the 
terminal market or mill. If the elevator 
has a drier, the grain may be dried and 
placed immediately in storage. 

Wheat as it comes from the combine 
or thresher usually contains consider- 
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able amounts of weed seeds, trash, or 
other foreign material, which must be 
cleaned out before the grain can be 
milled or processed. Grain that con- 
tains 2 to 3 percent or more of screen- 
ings usually should be cleaned before 
it is sold. The cleaned grain brings a 
higher price, the screenings may have 
feed value, and freight costs are cut. 

Most of the wheat handled by coun- 
try elevators goes to terminals or sub- 
terminals for further distribution, or to 
processing plants. Some movement is 
direct to mills or other processing 
plants. Most of the movement to ter- 
minals is by rail, although in some 
areas motortrucks carry considerable 
quantities. 

Terminal markets provide many 
services and facilities for marketing— 
weighing and inspection services; dry- 
ing, cleaning, and storage facilities; 
trading-floor privileges, market quota- 
tions, services of salesmen and com- 
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mission merchants; and services of 
financing, insurance, and forwarding 
agencies. 

The primary function of terminal- 
market grain elevators is about the 
same as that of country elevators; that 
is, to receive, store, and distribute. The 
principal difference is in the handling 
and storage capacity of the plants. 
Also, terminal elevators usually hold 
grain in store for longer periods. A 
representative public grain elevator in 
a terminal market such as Kansas 
City, Minneapolis, or Buffalo can re- 
ceive 15,000 bushels or more of grain 
an hour and load out 20,000 bushels or 
more. The storage capacity of individ- 
ual elevators ranges from about a 
million to much more than 10 million 
bushels. 

All grain shipped in interstate or 
foreign commerce to or from a point at 
which a licensed inspector is located 

must be officially inspected and graded 
if the grain is to be merchandised by 
grade. The inspection is done under 
the United States Grain Standards 
Act. The State and commercial grain- 
inspection departments now operate 
under it, and it provides in part for the 
establishment of official grain stand- 
ards, the Federal licensing and super- 
vision of the work of grain inspectors, 
and the entertaining of appeals from 
the grades assigned by inspectors. 

Wheat is divided into 7 main classes, 
which are divided further into 15 
subclasses. Identification of the dif- 
ferent classes and subclasses is based 
on color, texture, and size and shape 
of kernel. Official wheat classes are 
as follows: Hard red spring, durum, 
red durum, hard red winter, soft red 
winter, white, and mixed. The grade 
determination is based on such factors 
as test weight per bushel, damaged 
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kernels, moisture, and foreign material. 
Before the Grain Standards Act was 

passed, many grade names and terms 
were in use, with little consistency or 
uniformity. Uncertainty, confusion, 
and frequently monetary losses re- 
sulted. The first official grain standards 
of the United States, promulgated in 
1917, have been revised to keep 
abreast of changing conditions in 
production, harvesting, and market- 
ing. The grades, implemented by the 
inspection service which applies them, 
provide a common language between 
buyers and sellers. Thus they can deal 
with confidence as to quality even 
when they are miles apart and without 
having the samples of wheat before 
them. 

Flour mills obtain their wheat 
mainly from terminal and subterminal 
markets, although a substantial quan- 
tity comes directly from the country 
elevators and often directly from the 
farmers. The estimated 1,800 flour 
mills in this country on January 1, 
1951, had total Hour-producing, ca- 
pacity of 1.3 million hundredweight 
each 24 hours. A trend toward larger 
units but a smaller number of mills 
has been apparent since 1900 and has 
continued since 1951. 

Buffalo, Kansas City, and Minne- 
apolis, in that order, are the leading 
flour-producing centers. Kansas, Min- 
nesota, and New York are the leading 
flour-producing States. The South- 
west, which includes mills in Kansas, 
Oklahoma, and Nebraska, and in 
Kansas City and St. Joseph, Mo., is the 
principal flour-producing area. 

Shifts in the geographic center of the 
flour-milling industry have occurred 
now and then since early in the nine- 
teenth century, chiefly as a result of 
changes in population, shifts in wheat- 
producing areas and types of wheat 
produced, technological advances in 
milling methods, and changes in 
freight rates. 

The price paid for wheat to produc- 
ers in any locality at a given time is 
determined by many factors. Among 
them are: The quality of the wheat; 
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character of the local market, whether 
it is in an area of surplus or deficiency 
production; distance to markets and 
cost of transportation; the time in 
relation to the season; effectiveness of 
price-support programs; financial con- 
ditions and prices of other commodi- 
ties; and the total supply available 
for world markets in relation to 
consumer demands. 

Similar conditions govern prices 
paid at principal central and export 
markets. Market prices are based on 
class and grade. Quality factors, in- 
cluding protein content (which does 
not enter into grade determination), 
frequently bulk large in milling value. 
The highest prices in the hard-wheat 
classes are usually paid for wheats of 
highest protein content. In the soft- 
wheat classes, highest prices usually 
are paid for softness of texture, a 
quality associated with low content of 
protein. Test weight is also an im- 
portant quality factor in determining 
value, because it is indicative of flour 
yield. 

Prices are generally lowest in the 
surplus-producing areas, which are less 
advantageously located with respect 
to the large markets, and highest in 
deficit areas, which are less favorably 
located with respect to supplies. 

Cash prices of wheat are usually 
lowest following harvest and highest 
from January through May. In every 
marketing year from 1939-1940 to 
1952-1953, cash prices of hard winter 
wheat averaged lowest in June, July, or 
August. In 11 of the 14 years, however, 
prices reached the highest levels for the 
season  in   the January-June   period. 

Prices to growers have averaged 1 to 
7 cents below the effective loan rates 
in 7 of the 15 years since the loan pro- 
gram was started in 1938 (the effective 
rate before 1951-1952 was the an- 
nounced loan rate; beginning with 
that year it was the announced rate 
with deduction for storage). But in 8 
of the 15 years prices averaged 1 to 46 
cents above the loan rate. The year in 
which prices averaged 7 cents below 
the loan rate, year-end carryover stocks 
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United States Wheat Acreage, Yield, and 

Production 1919-54 ALL WHEAT 

1,000 acres Bushels per 1,000 bushels 

YEAR OF HARVEST seeded seeded acre produced 

1919 77, 440 12. 3 952, 097 
1920 67, 977 12.4 843, 277 

1921 67,681 12. 1 818,964 
1922 67, 163 12.6 846, 649 

1923 64, 590 n.8 759, 482 
1924 55,7o6 15- 1 841,617 

1925 61, 738 10.8 668, 700 
1926 60, 712 137 832,213 
1927 65, 661 133 875, 059 
1928 71, 152 12.9 914,373 
1929 67,177 12. 3 824, 183 

1930 67, 559 i3- ! 886, 522 

1931 66, 463 14. 2 941,540 
1932 66, 281 11.4 756, 307 
1933 69,009 8.0 552,215 

1934 64, 064 8.2 526, 052 

:935 69,611 9.0 628, 227 

1936 73,970 8-5 629, 880 

1937 80,814 10.8 873,914 
:938 78, 981 n.6 919,913 
'939 62, 802 11.8 741,210 
1940 61, 820 13.2 814,646 

1941 62, 707 15.0 941,970 

1942 53,000 18.3 969, 381 

:943 55, 984 »5- ' 843,813 

1944 66, 190 16. 0 1, 060, 111 

1945 69, 192 16. 0 1, 107,623 
1946 71,578 16. 1 1, 152, 118 

1947 78,314 17.4 1,358,911 
1948 78, 345 16.5 1,294,911 

1949 83, 905 i3- « 1,098,415 

1950 71,287 :43 1,019,389 

1951 78, 048 12. 6 980,810 

1952 78, 337 16.6 1,298,957 

1953' 78, 741 14.8 1, 168,536 

19542 63, 232 14.2 900, 981 

1 Preliminary. 
2 December 1 estimate of seeded acreage and April 1 indicated production of winter wheat 

plus spring wheat acreage indications as of March 1 and an approximate production, assuming 
yields are average. 



WINTER WHEAT SPRING WHEAT 

/,000 acres Bushels per /,000 bushels /,000 acres Bushels per /,000 bushels 
seeded seeded acre produced seeded seeded acre produced 

51,39: 14. 6 748, 460 26, 049 7.8 203, 637 

45> 505 135 613,227 22, 472 IO. 2 230, 050 

45. 479 133 602, 793 22, 202 97 216, 171 

47,415 12. 1 571.459 19.748 139 275.190 
45, 488 12. 2 555. 299 19, I02 IO. 7 204, 183 
38,638 14.8 573,563 17,068 157 268, 054 
40, 922 9.8 400, 619 20, 816 12.9 268, 081 
40, 604 15. 6 631, 607 20, 108 IO. O 200, 606 

44- 134 12.4 548, 188 21,527 152 326,871 

48,431 12. 0 579. 066 22, 721 14.8 335. 307 
44. HS 133 587. 057 23, 032 IO.3 237, 126 

45. 248 14. 0 633.809 22, 311 II.3 252,713 

45,915 18. 0 825,315 20, 548 57 116,225 
43,628 11  3 491,5" 22, 653 11.7 264, 796 
44, 802 8.4 378, 283 24. 207 7.2 173,932 
44. 836 9.8 438,683 19, 228 4-5 87,369 
47. 436 9 9 469.412 22,  175 7.2 158,815 

49. 986 10.5 523. 603 23. 984 4 4 106, 277 

57. 845 11  9 688, 574 22, 969 8. 1 185, 340 
56, 464 12. 1 685,178 22,517 10. 4 234, 735 
46, 154 12.3 565. 67a 16,648 10.5 175,538 

43, 536 13.6 592, 809 18,284 12. 1 221,837 

46, 045 14. 6 673,727 16, 662 16. 1 268, 243 

38,855 18. 1 702, 159 H. 145 18.9 267, 222 

38,515 14. 0 537, 476 17,469 175 306, 337 
46,821 16. 1 75i,9oi 19.369 15-9 308, 210 

5°. 463 16. 2 816,989 18, 729 15 5 290, 634 

52. 227 16.7 869, 592 19.351 14.6 282, 526 

58, 248 18.2 1, 058, 976 20, 066 149 299, 935 
58, 332 17. 0 990. 141 20, 013 152 304, 770 
61, 177 14.0 858, 127 22, 728 10. 6 240, 288 

52, 399 14. 1 740, 682 18,888 14.8 278, 707 

55, 784 11. 6 646, 325 22, 264 15.0 334, 485 

56, 730 18.7 1,059.558 21, 607 11. 1 239, 399 
56,838 15 4 877.511 21,903 13 3 291, 025 

46, 575 14. 6 677. 981 16,657 223, 000 



increased from 307 million to 425 mil- 
lion bushels. Of the 8 years in which 
prices averaged above the loan rate, 
the smallest amount was 1 cent in 
1950-1951, when exports were above 
those of the previous year and stocks 
less, but still above average, and the 
largest was 46 cents in 1947-1948, 
when exports were very large and the 
carryover was below average. 

In 1947-1948 the strong foreign de- 
mand for our wheat resulted from 
short crops in many importing coun- 
tries. Beginning in 1945, large ex- 
ports, influenced by the various foreign 
aid programs, became the chief price 
factor. Removal in June 1946 of price 
ceilings, which had been in effect for 
30 months, permitted prices to ad- 
vance. With the harvest of the near- 
record crop in 1948 and subsequent 
large crops here, together with rela- 
tively large harvests in importing 
countries, supplies in this country in- 
creased, and the loan program again 
became an important price factor, as 
it had been in 1938-1944. 

General financial conditions and 
prices of other commodities not only 
influence the rate of the loan, because 
that rate is based on the prices farmers 
pay, but they also influence the rela- 
tionship of market prices to the loan 
rate. 

The outstanding problem before our 
wheat growers is how to avoid accumu- 
lations of burdensome surpluses. This 
is because of the large productive ca- 
pacity that has been built up. Pros- 
pects are that exports of wheat in fu- 
ture years will be smaller than exports 
in the 7 years following the Second 
World War. 

Our supplies of wheat go to satisfy 
domestic uses and exports, and what 
is left constitutes the carryover. The 
amount of wheat used domestically in 
the 5 years ended with 1952-1953 
did not vary much from the average 
of about 675 million bushels. It con- 
sists of quantities used for food, feed, 
seed, and alcohol. Its use for food has 
remained fairly constant. Per capita 
consumption   has   declined   but   has 

been about offset by the increase in 
population. The milling and baking 
industries have been alive to the prob- 
lem of declining per capita consump- 
tion. They are cooperating with the 
Department of Agriculture in studying 
the factors that underlie consumer 
preferences with a view to halting the 
downward trend. 

In the 5 years ending with 1952- 
1953, the use of wheat for feed aver- 
aged about 100 million bushels, with 
little variation. But much larger quan- 
tities were fed in years when wheat 
prices were competitive with corn. 
Large quantities were used during the 
Second World War for feed, because 
supplies of feed grains were short and 
wheat was sold by the Commodity 
Credit Corporation at prices competi- 
tive with corn. Large quantities of 
wheat were imported in 1943-1944 
and the following year for this purpose. 

The amount used for seed varies 
within a narrow range, depending on 
acreage. The amount used for indus- 
trial purposes is usually insignificant 
except when there were wartime sub- 
sidy payments. 

Because of the likelihood that domes- 
tic use of wheat will increase very little 
unless its use as feed is increased, it 
seems clear that continued exports on a 
high level afford the chief means of 
avoiding accumulation of excessive 
stocks of wheat. 

The United States was the leading 
exporter of wheat, including flour and 
other products in terms of wheat, in 
each year from 1945-1946 to 1951- 
1952. In 1952-1953 exports from Can- 
ada again exceeded those from the 
United States, as was the pattern be- 
fore 1945-1946. 

Approximately 46 percent of the 
7-year total world trade has come from 
this country. Included among the fac- 
tors responsible for this position are: 
An abnormal world demand for wheat, 
especially during the immediate post- 
war years; a willingness on the part of 
the United States Government to as- 
sume responsibility for many of these 
requirements (approximately 55 per- 
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cent of the total) through various for- 
eign aid programs; the ability of our 
wheat farmers to produce, aided by 
generally favorable weather and the 
incentives of the domestic price-sup- 
port program; and the capacity of 
private enterprise—the grain trade, 
milling industry, and the transpor- 
tation system—all cooperating with 
the Federal Government, to move un- 
precedented quantities of wheat and 
wheat products. 

By the end of June 1952, our total 
exports for the 7 years that began in 
July 1945 had reached 2.9 billion 
bushels—an annual average of about 
415 million bushels. The alltime peak 
was reached in 1948-1949, when ex- 
ports totaled 503 million bushels—the 
largest quantity of wheat ever moved 
in a single year by an individual ex- 
porting   country.   Exports   that   year 

exceeded domestic consumption for 
food by more than 30 million bushels. 

Western Europe in the 7 years took 
64 percent of our total exports, Asia 22 
percent, Latin America 11 percent, 
and Africa 3 percent. Western Ger- 
many has been the largest market, fol- 
lowed by Japan, Italy, and the Low 
Countries. Other sizable markets in- 
cluded Greece, the United Kingdom, 
France, Austria, and India. 

Our exports during the 1952-1953 
marketing season totaled 317 million 
bushels, a decline of 160 million bush- 
els, from the 475 million bushels a year 
earlier but well above the longtime 
average of about 210 million bushels. 
Our smaller exports in 1952-1953 re- 
flected mainly the record world wheat 
harvest in 1952. Much of the increase 
was in other exporting countries—an 
alltime  record  crop  in  Canada,  the 
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largest crop since 1940-1941 in Argen- 
tina, and an above-average crop in 
Australia. Minor exporting countries 
such as Turkey, France, and French 
North Africa also reported gains. 
Those increases in supplies of wheat 
available for export, together with an 
easier supply position in many im- 
portant deficit areas, resulted in a de- 
cline in total world trade in wheat in 
1952-1953 of about 8 percent from 
the record level of more than a billion 
bushels in 1951-1952. 

In the future our wheat exports will 
depend largely on the outcome of 
world harvests and international con- 
ditions. Continued large exports will 
also depend upon finding some method 
(such as the International Wheat 
Agreement) of bridging the price gap 
and competing effectively whenever 
domestic price-support programs hold 
prices in this country above those pre- 
vailing in world markets. However, if 
international tensions do not increase, 
it is not to be expected that exports in 
the future will average as high as in the 
years following the war. 

To meet the extraordinary demands 
during the war and rehabilitation fol- 
lowing the war, wheat production in 
this country was greatly increased. 
Thus with average or better weather, 
our farmers in 1954 found themselves 
with a very large productive capacity, 
geared to a large export market. With 
that market declining, there is need to 
make adjustments to meet the changed 
situation. {Robert E. Post, Jïdward J. 
Murphy.) 

On June 22, 1954, the Secretary of Agri- 
culture announced a national wheat acreage 
allotment 0/55 million acres for /955 (the 
level specified in the controlling legislation 
under conditions of excessive supply); and 
announced that in /^55 wheat growers and 
others would have to comply with all acre- 
age allotments established for a farm in 
order to be eligible for price support on any 
crop produced on the farm. Estimates then 
were that about /,,900 million bushels of 
wheat would be available for the 1954-1955 
marketing year. 

424 

Fruits and 
Vegetables 

Among fruits and vegetables we in- 
clude more than 200 separate farm 
commodities and their products. Most 
of them are perishable, seasonal in 
production, subject to use in a number 
of different ways, and variable in the 
markets they have. 

Some of the fruits and vegetables are 
quickly maturing annuals, such as 
green beans, spinach, and radishes. 
Some, like tree fruits, are perennials, 
requiring several years after planting 
time before they produce a crop. Pro- 
duction ranges from highly specialized 
crops to those grown as a part of 
general farming. Marketing practices 
also vary widely. The degree of perish- 
ability differs and determines whether 
the crops must be marketed within a 
few days after harvest or can be stored 
for several months. Because of perish- 
ability, the balance between supply 
and consumption must be maintained 
on a current basis, and there is little 
opportunity, except in the case of 
processed products, to balance supplies 
from one season to the next. 

The basic characteristics of fruits and 
vegetables are not altered very much 
between the producer and the con- 
sumer. Fresh apples and lettuce as 
purchased by the consumer are in the 
same form as when they were har- 
vested. Even a processed product such 
as quick-frozen green peas is not basi- 
cally changed. 

From the consumer's viewpoint, 
many fruits can be substituted readily 
for one another; various vegetables 
likewise tend to be substituted for one 
another. Also, among many, such as 
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oranges, broccoli, or green beans, 
there is a high degree of competition 
between the fresh and processed forms 
of the same commodity. The con- 
sumers' demand for individual fruits 
and vegetables therefore tends to be 
more elastic than for a great many 
other farm products. 

Relatively high costs for packing, 
containers, transportation, and han- 
dling, particularly for products from 
areas distant from consuming centers, 
make for high marketing margins and 
prices to consumers that are relatively 
unresponsive to changes in the farm 
prices. 

A sharp increase in per capita con- 
sumption of fruits and vegetables in the 
past several decades reflects changed 
habits of eating which have resulted, in 
part, from rising incomes and recogni- 
tion of the importance of these foods in 

the diet. The increase has not been 
uniform. In fact, the per capita con- 
sumption of such products as apples, 
potatoes, and sweetpotatoes actually 
has declined, but the use of citrus 
fruits has tripled, that of carrots has 
quadrupled, and that of lettuce has 
nearly doubled. 

Total production of fruits, tree nuts, 
commercial vegetables, potatoes, and 
sweetpotatoes in 1951 and 1952 aver- 
aged about 46 million tons, valued at 
3.1 billion dollars. Fruits and tree nuts 
accounted for 17 million tons and 37 
percent of the value, all commercial 
vegetables 18 million tons and 41 
percent of the value, potatoes and 
sweetpotatoes 11 million tons and 22 
percent of the value. Most of the value 
is in the form of cash income, although 
for some crops a part is the value of 
produce used on farms where it was 
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produced. Cash income from fruits 
and vegetables amounts to about 9 
percent of total cash income received 
by farmers from the sale of agricultural 
products. 

The leading crops, according to 
value, are potatoes, worth annually 
about 600 million dollars; tomatoes, 
nearly 250 million; and apples and 
oranges, valued at nearly 200 million 
each. Others having a value of roo 
million or more are grapes, peaches, 
and lettuce. 

The production of fruits and com- 
mercial vegetables (except potatoes 
and sweetpotatoes) has increased on 
both a total-volume and per capita 
basis. The level of production of com- 
mercial vegetables in 1952 was about 
double that of the 1918-1922 period, 
when official estimates of these crops 
were first compiled. Fruit and tree nut 
production is nearly double the level 
of 30 years ago. Potatoes show only a 
moderate increase in total production. 
Sweetpotatoes have declined to about 
one-half of the 1918-1922 level. 

The production of commercial vege- 
tables has increased on a per capita 
basis about 50 percent; that of fruits 
and tree nuts, 30 percent. Potatoes 
have declined about one-fifth. The per 
capita production of sweetpotatoes is 
only about a third of the 1918-1922 
level. The level of per capita produc- 
tion in 1948-1952 was about 225 
pounds of commercial vegetables, 150 
pounds of potatoes, 14 pounds of sweet- 
potatoes, 225 pounds of fruits, and 2.5 
pounds of almonds, filberts, pecans, 
and English walnuts combined. 

Increased demand is the basic reason 
for the increased output, but a com- 
bination of factors made possible the 
expansion: The greater acreages of 
many crops, higher yields, greater use 
of fertilizer and lime, more effective 
pest controls, more irrigation, and the 
development of better varieties. For 
some crops, such as potatoes, shifts to 
higher yielding areas have helped to 
raise the average yield. Primarily be- 
cause of the marked upward trend in 
acreage of citrus fruits, which produce 

426 

relatively high yields per acre compared 
with other fruits, total fruit production 
has increased, while the acreage de- 
voted to fruit has declined; many of 
the smaller, lower yielding apple and 
peach orchards have been pulled out. 
Large commercial orchards now pro- 
duce the bulk of the apple and peach 
crops under conditions where it is pos- 
sible to maintain better quality and to 
produce at lower costs per unit. 

Marketing and processing facilities 
also have improved. Expanded trans- 
portation facilities and the advances in 
refrigeration, packaging, and in mer- 
chandising have combined with the 
trend toward more efficient produc- 
tion to place these commodities on the 
family dinner table in greater quantity 
and in better condition. 

One of the significant features of the 
commercial fruit and vegetable indus- 
try, from a marketing standpoint, is 
the fact that such large quantities of 
these commodities come from areas 
located at considerable distances from 
the large eastern and midwestern con- 
suming centers. With the growth of the 
processing industries and expanded 
transportation facilities, especially in 
the field of truck transportation—bet- 
ter roads and more trucks—and with 
the increased use of refrigeration in 
both rail and truck transportation, 
such factors as climate and soil largely 
have determined the location of com- 
mercial producing areas. 

More than half of the fruit tonnage 
of the United States is produced in the 
11 Pacific Coast and Rocky Mountain 
States; 45 percent is produced in 
California alone. About 40 percent of 
the total is produced in the Atlantic 
Coast States. Citrus fruit grown in 
Florida accounts for 30 percent of the 
national output for all fruits. Less than 
a tenth comes from the Central States. 
Washington, the leading apple State, 
ranks third in total fruit production, 
followed by New York, Michigan, and 
Virginia. 

Fruit growers in the Central and 
Eastern States are nearer the big mar- 
kets, but their fruit crops are more vul- 
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nerable to damage from frosts, freezes, 
poor pollination weather, storms, hur- 
ricanes, and droughts than are those 
in the West. They usually are not pro- 
duced under irrigation and must de- 
pend upon natural rainfall. Yields per 
acre are lower. 

The western part of the country pro- 
duces more than two-fifths of the Na- 
tion's total tonnage of vegetables. 
Farmers in the Atlantic Coast States 
grow nearly a third of the total. Those 
in the Central States grow about one- 
fourth. California grows about 30 
percent of the Nation's total. Other 
leaders are Florida, New York, Texas, 
Wisconsin, New Jersey, Arizona, 
Michigan, and Indiana. Florida, Cali- 
fornia, Arizona, and Texas specialize 
in the growing of fresh vegetables for 
the winter market. Wisconsin, Indiana, 
Illinois, Minnesota, and Maryland 
specialize in producing vegetables for 
commercial processing. Large pro- 
ducers of vegetables for both fresh 
market and commercial processing are 
California, New York, and New Jersey. 

Potato harvest is under way some- 
where in every month of the year. It 
starts in Florida and Texas about the 
first of the year. The States south of 
Virginia and from the Atlantic tc the 
Pacific (including the southern half of 
California) produce the early potato 
crop, which is harvested and marketed 
from January through June. The 
States from the New Jersey-Delaware- 
Maryland-Virginia area westward 
through Kansas supply an intermedi- 
ate crop, which is harvested mostly 
from July through September. The 
commercial production in the early 
and intermediate States has more than 
doubled during the past 30 years and 
is an important part of the total crop. 

The late potato crop is produced in 
the Northern States and California and 
is harvested mostly in October and 
November. Late potatoes make up 
about four-fifths of the total annual 
production. Most of them are placed 
in storage and are the chief source of 
supply in winter. The chief late-pro- 
ducing States, in order of importance, 
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are Maine, Idaho, New York, Colo- 
rado, and North Dakota. 

The important sweetpotato-produc- 
ing areas embrace the South Central 
States, the Atlantic coast as far north 
as New Jersey, and parts of California. 
Louisiana accounted for about one- 
fourth of the crop in 1952. 

Of the 26 million acres under irriga- 
tion in the United States in 1949, 
nearly 80 percent was in the Pacific 
Coast and Rocky Mountain States; 
25 percent was in California. Irriga- 
tion has enabled growers to take 
advantage of the favorable soil and cli- 
mate in these States to make the grow- 
ing of fruits and vegetables one of the 
leading industries of the West. 

The dried fruit industry in Califor-^ 
nia is an example. Hot, dry weather is 
essential to the development, harvest- 
ing, and drying of those crops. If rain 
occurred in summer and early fall, 
California growers could not produce 
raisins and dates, and dried prunes, 
apricots, figs, peaches, and pears. 

Consequently, those industries have 
grown up in areas which are prac- 
tically devoid of rainfall in summer 
and fall. Irrigation supplies the needed 
soil moisture. 

About three-fifths of our fruits and 
tree nuts, one-half of our commercial 
vegetables, and one-third of the po- 
tato crop are grown on irrigated land. 

Of tremendous importance in the 
marketing of the country's large out- 
put of fruits, vegetables, and tree nuts 
is the variety of forms in which those 
products are made available. Large 
quantities move to market as fresh 
produce. A sizable portion of many 
reaches the foodstore in processed form 
—canned, dried, and frozen. Some 
crops—peaches, cherries, strawberries, 
and asparagus, for example—are 
plentiful in fresh form for only short 
periods each year; but since large seg- 
ments of these crops go to processors, 
these commodities are available on a 
year-around basis. 

About 45 percent—nearly 3,300,000 
tons—of the 1951-1952 citrus crop was 
processed.   More   than   half   of   the 
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Florida citrus harvest was used for 
canning and freezing. Of the orange 
crop in Florida, about 40 percent was 
used for frozen juice concentrate and 
20 percent for other processing, mostly 
canned juice. About 40 percent of the 
1951-1952 crop of Florida grapefruit 
was processed. 

About 27 percent of the citrus pro- 
duction in California in 1951-1952 
was processed—nearly a fourth of the 
oranges and about a third of the lemon 
crop. Processing of grapefruit in Cali- 
fornia is relatively unimportant. 

Nearly 60 percent of noncitrus fruit 
production in 1951 was processed— 
17 percent was canned, 18 percent was 
dried, and 17 percent consisted of 
California grapes crushed for making 
wine and brandy. About half of the 
peaches and pears produced in 1951 
was processed, mostly canned. One- 
fourth of the commercial apple crop 
was used for canned, dried, and frozen 
apples and for cider, vinegar, and 
apple juice. Nearly two-fifths of the 
strawberry crop was processed—mostly 
frozen. About 85 percent of the 1951 
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crop of sour cherries was marketed as 
canned and frozen cherries. 

Dried fruits are produced chiefly in 
California. Fruits used for drying, 
including fruit from areas outside 
California, comprised more than one- 
sixth of the total production of non- 
citrus fruits on a fresh equivalent basis 
in 1951- Total production of dried 
fruit was nearly 500,000 tons. About 
half was raisins. 

Since the mid-1930's the sales of 
noncitrus fruits, on a tonnage basis, 
have increased about a fifth—the rate 
of the increase of population. But 
during the same period a change oc- 
curred in the marketing pattern. The 
amounts marketed through processors 
increased about 40 percent, but sales 
on the fresh market declined slightly. 
Canners in 1953 handled twice as 
much fruit as in 1934-1936; ' the 
amount used for juice, wine, jellies, 
and preserves has almost doubled. 

The freezing industry has become a 
major outlet in marketing strawberries 
and sour cherries, but the freezing of 
other noncitrus fruits has not yet 
achieved major proportions. The ton- 

nage of noncitrus fruits used for drying 
has declined moderately, but dried 
fruits still are important in the overall 
fruit marketing picture. 

More than 35 percent of the 1951 
crop of English walnuts and about 75 
percent of the pecans were marketed 
as shelled nuts. 

While our population was increasing 
about 40 percent between 1920 and 
1950, the production of commercial 
vegetables for the fresh market nearly 
doubled and the tonnage marketed 
through commercial processors for 
canning and freezing about tripled. 
Before the Second World War, about 
two-thirds of the production of com- 
mercial vegetables was sold on the 
fresh market, and one-third was proc- 
essed. Wartime conditions stimulated 
the demand for both fresh and proc- 
essed vegetables. During the war 
more than two-fifths of the total pro- 
duction of commercial vegetables was 
canned or frozen. This ratio dropped 
slightly in the years immediately fol- 
lowing the war, but in 1951 and 1952 
the ratio again exceeded two-fifths of 
the total. 
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The leading vegetables grown for 
commercial processing are tomatoes, 
green peas, sweet corn, snap beans, 
asparagus, green lima beans, broccoli, 
and spinach. Nearly all of the green 
peas, about nine-tenths of the green 
lima beans, four-fifths of the tomatoes, 
two-thirds of the sweet corn and aspar- 
agus, and about half of the broccoli, 
snap beans, and spinach go to canners 
and freezers. 

The frozen pack of vegetables in- 
creased from about 150 million pounds 
in 1942 to nearly 900 million pounds 
in 1952. Although the quantity frozen 
is only a small percentage of the aggre- 
gate production of all the vegetables, 
freezing has become a very important 
outlet for a number of individual 
crops. Two-thirds of the crop of brus- 
sels sprouts, more than one-half of the 
green lima beans and broccoli, one- 
fourth of the cauliflower, green pea, 
and spinach crops, and one-tenth of 
the asparagus production were frozen 
in 1952. 

As production has shifted to special- 
ized areas, often at considerable dis- 
tances from markets, a greater propor- 
tion of the consumer's dollar has been 
used to pay the costs of marketing, in- 
cluding greater transportation and 
handling charges. Also, as the products 
have been subjected to more process- 
ing or preparation before sale to the 
consumer, the proportionate costs of 
marketing have increased. Thus, today 
the producer receives, on the average, 
a little more than one-third of each 
dollar spent by the consumer for fruits 
and vegetables. 

In preparing fruits and vegetables 
for the fresh market, practically all of 
the grading or sorting, much of the 
packing, and a considerable amount 
of the handling in packinghouses have 
required extensive hand labor. Growers 
and shippers—acutely aware of the 
need for reducing the cost of preparing 
and packaging their products if prices 
are not to rise to levels that will dis- 
courage consumption—are giving in- 
creasing attention to development of 
cheaper and improved containers and 

more efficient methods of packing and 
handling. As a result, the use of .mech- 
anized grading and sorting methods, 
automatic filling of containers, and 
mechanically powered handling equip- 
ment is growing rapidly. 

Another development has been the 
invention of elaborate mobile packing 
machines—small-scale packing sheds 
on wheels—that are used for the pack- 
ing of such fresh vegetables as lettuce 
and celery in the field at time of har- 
vest, thus eliminating the need for an 
extra handling when these products 
are moved from the field through the 
usual packing sheds. 

In the marketing of processed fruits 
and vegetables, one of the notable 
trends has been the shift toward pack- 
aging in smaller containers. Canners 
of most fruits and vegetables, for 
example, are putting up a major part 
of their packs for retail sale in cans 
that are smaller than formerly were 
considered standard. A similar de- 
velopment has been taking place in the 
packaging of frozen fruits and vegeta- 
bles. The reasons given for this shift to 
smaller sizes are better adaptation to 
consumer needs and less consumer 
resistance to the unit prices at which 
they are sold. 

Only a relatively few of the many 
kinds of fresh and processed fruits and 
vegetables produced in this country 
are important in international trade. 
In the years just before the Second 
World War, slightly more than one- 
tenth of our fruit production was 
exported. In the years since, the ex- 
ports have averaged well under one- 
tenth of our production. In the prewar 
period, more than one-third of our 
dried fruit production was exported, 
about one-seventh of our canned fruit 
packs, and about one-twelfth of our 
fresh fruit. 

Imports of fruits just before the 
Second World War amounted to 
about one-seventh of domestic produc- 
tion and since then have declined to 
about one-tenth. Bananas represent 
the bulk of the imports. Although 
imports of all other fruits are small in 
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total, the imports of such commodities 
as dates and dried figs are large in 
relation to domestic production. 

Western Europe, particularly the 
United Kingdom, in the period prior 
to the war, was the main export 
market for many of our fruits and fruit 
products. Certain varieties and sizes of 
apples and winter pears and a portion 
of the dried and canned fruit packs 
were produced especially for the Euro- 
pean markets. 

Fresh apples and pears were ex- 
ported principally to the United 
Kingdom; that trade, disrupted during 
the war, has shown little recovery 
since. Canned fruits, such as fruits for 
salad, peaches, pears, and apricots, 
were exported in considerable volume, 
especially to the United Kingdom, 
before the war, but this outlet has 
disappeared almost entirely. Since the 
war there has been a slight increase in 
exports to non-European countries but 
the volume is relatively small. Large 
amounts of raisins and dried prunes, 
together with smaller amounts of dried 
apricots, peaches, pears, and apples 
were exported before the war, prin- 
cipally to Europe. In the years since 
the war exports of raisins and dried 
prunes have been maintained near pre- 
war levels but only because of Govern- 
ment export subsidies. Exports of other 
dried   fruits   have  declined  sharply. 

CITRUS FRUITS and products were 
exported in sizable volume, especially 
to Canada before the war, and this 
trade has continued to grow in the 
years since the war. The United King- 
dom took a considerable volume of our 
exports of citrus fruit and products 
before the war. This market has 
disappeared almost entirely, but there 
has been some increase in exports to 
other European countries, such as 
Belgium and the Netherlands, and to 
non-European countries. 

Imports of tree nuts before the war 
amounted to almost as large a volume 
as was produced in this country, but 
now, because of increased domestic 
production, they represent a smaller 

percentage, although the volume im- 
ported is about the same. Cashews and 
Brazil nuts are the two most important 
imports. We export few tree nuts. 

Foreign trade in vegetables is much 
less important than for fruits. Exports 
of canned vegetables represent only a 
small part of production. Exports of 
fresh vegetables have increased sharply. 
Almost all of this volume goes to Can- 
ada, principally during the winter and 
spring months. Canada, in turn, ships 
us both certified seed and table-stock 
potatoes, rutabagas, and some summer 
vegetables. In winter we import to- 
matoes, green peppers, and cucum- 
bers from Mexico-and Cuba. Onions, 
garlic, and cabbage are imported from 
overseas in years of limited domestic 
production and relatively high prices. 
{Reginald Royston, Arthur E, Browne) 

Sugar 

Each person in the United States 
consumes an average of about 95 
pounds of cane and beet sugar each 
year. The major use of sugar is to 
sweeten foods such as ice cream, baked 
goods, beverages, and candy. A small 
amount of sugar is consumed directly 
as such. 

The total annual consumption of 
refined sugar in the United States 
amounts to about 7.6 million tons. The 
sources are the sugar beet regions of 
the Midwest and West, the sugarcane 
areas of Louisiana, Florida, Puerto 
Rico, and Hawaii, and the foreign 
sugarcane areas, principally Cuba and 
the Philippines. Continental and off- 
shore domestic areas supply about 53 
percent of total consumption; the rest 
is  imported. 
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A fairly complex marketing structure 
carries sugar in its final form to the 
consumer from the farms where sugar- 
cane and sugar beets are grown. 

Cane sugar, which forms the bulk of 
domestic consumption, undergoes two 
refining processes before distribution 
to end users. The first refining process 
is done by factories in production areas 
where raw sugar is made from sugar- 
cane. In a few instances, the second 
refining operation is done at the same 
plant, but most raw sugar is further 
processed by large refineries in major 
port cities in the United States. Thus 
sugarcane is sold by farmers to raw- 
sugar mills, which manufacture raw 
sugar from the cane and sell their out- 
put to refineries. Refiners perform the 
final processing necessary and act as 
primary distributors of sugar to indus- 
trial users, who use sugar in their oper- 
ations, and to wholesale and retail 
buyers, who sell sugar to institutional 
and household consumers. 

The development of the separate 
phases of processing and marketing 
came about for several reasons. The 
manufacture of raw sugar from cane, 
which is seasonally produced, ex- 
tremely bulky in relation to value, and 
highly perishable, by mills located in 
production areas permits the second 
refining operation to be performed on 
a volume year-around basis by a rela- 
tively few large-scale refineries located 
in consuming areas. The complete 
manufacturing process performed at 
one factory would require great capital 
outlay, highly skilled labor, and ade- 
quate fuels. In the infancy of the sugar 
industry, those requirements were 
lacking in some of the production 
areas. Some marketing advantages 
accrue also to the location of refiners, 
who are primary distributors, in con- 
suming areas. 

Processing of beet sugar, because of 
the nature of the extraction methods, 
is an integrated operation at the 
factory located in the beet-growing 
region. Those processors are faced 
with the problem of seasonal use of 
costly   facilities,   but   they   have   the 

advantage of location in areas where 
most of the  beet sugar is consumed. 

Another factor contributing to the 
complexity of the marketing structure 
is the way sugar is used. More and 
more manufactured sugar-containing 
products are bought; consequently 
there is a decline in direct sugar pur- 
chases by consumers for use in baking, 
canning, and other home uses. The 
industrial use of sugar has increased 
since 1935 from about 28 percent of 
total sugar marketed to slightly more 
than 51 percent in 1953. Conversely, 
sugar purchases for household, restau- 
rant, and institutional usage have 
shrunk from about 72 percent of total 
marketings to about 49 percent. 

Increased industrial use has been 
particularly notable in the beverage, 
baking, ice cream, canning, bottling, 
and frozen-food industries. Consider- 
able quantities of sugar, most of which 
has already undergone two refining 
processes, consequently enter other 
manufacturing processes. The shift to 
industrial usage has come about be- 
cause of the willingness of consumers 
to pay for additional marketing serv- 
ices embodied in finished products. 

The greatest problem faced by 
domestic producers and processors 
over the years has been the achieve- 
ment of relatively stable prices high 
enough to maintain a healthy industry. 

The most important external factor 
contributing to that problem has been 
world market conditions. Sugar is one 
of the commodities on which many 
governments have placed tariffs, in- 
ternal taxes, certain controls of sup- 
ply, consumer subsidies, and other 
trade restrictions. Some countries have 
set up the restrictions for revenue 
purposes. Others use them to protect 
high-cost domestic industries. Uncer- 
tainty as to supplies in wartime moti- 
vates to a large extent the maintenance 
of sugar industries by many countries 
through various control measures. 
Sugar production is an industry that 
has a high capital investment and 
heavy fixed costs. Output cannot be 
adjusted   readily   to   changes   in  de- 
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Entries and Marketings of Sugar 
in Continental United States by Area of Origin, 
in Thousands of Tons 

Average 

1935-39 

»944  

1945  

1946  

1947.: - - 

1948  

1949  

1950  

1951  

1952  

,469 

, 155 

,043 

,379 

,574 

,656 

,487 

,749 

,73° 

,560 

451 

515 

417 

445 

383 

455 

558 

518 

460 

552 

963 

802 

740 

633 

842 

714 

769 

1, HS 

941 

972 

908 5 

743 3 

903 4 

867 5 

969 3 

1,013 4 

1,091 4 

1,053 11 

959 6 

983 6 

1,992 

3,618 

2,803 

2, 282 

3,943 

2,927 

3, 103 

3,264 

2,947 

2,980 

970 

252 

525 

473 

706 

860 

53 

106 

87 

46 

45 

62 

51 

61 

13 

51 

6,811 

6,94i 

5,996 

5,657 

7,758 

7,084 

7,588 

8,274 

7,762 

7,964 

mand and price. These also are factors 
which occasion the establishment of 
controls. 

International trade barriers have 
two major effects on marketing sugar. 
The amount of sugar exported to 
countries or areas in which it enjoys no 
preference amounts to only about 10 
percent of the world's total production 
and consumption of sugar. This limited 
amount constitutes the world free 
sugar market, to which Cuba is the 
chief supplier. It more nearly repre- 
sents a residual supply, which com- 
pletes the requirements of deficit- 
supply countries not filled by pro- 
ducers within the protective systems of 
such countries. This characteristic 
leads to instability in the world sugar 
market and makes prices in that 
market highly susceptible to the full 

281437°—54- -29 

inflationary and deflationary effects of 
changes in world production and con- 
sumption. Even small changes have 
significant effects because of the 
narrowness of the free world market. 

HIGH TARIFFS, internal taxes, and 
other barriers have resulted in high 
prices to consumers in many coun- 
tries. In many instances they bear no 
relationship to prices received by 
exporters of sugar. High retail prices 
have tended to restrict consumption. 
Although per capita consumption in 
the United States is relatively high 
while prices to consumers are relatively 
low, the reverse situation prevails in 
many countries. 

Some protection has been given the 
United States sugar industry against 
the  instability of the world  market. 
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Channels of Sugar 

Distribution : United States 
ALL FIGURES EXPRESSED AS PERCENT OF TOTAL VOLUME 
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For many years a tariff system applied 
to sugar imports. Its net result was to 
encourage domestic production, while 
at times Cuba, the principal supplier, 
was obliged to reduce her export 
prices to disastrously low levels. Re- 
current market crises led to the adop- 
tion of the Jones-Costigan Sugar Act 
in 1934. The Sugar Act of 1948, as 
amended, still maintains the general 
features of the first sugar act. 

The Sugar Act is designed to main- 
tain a healthy and competitive do- 
mestic sugar industry of limited size 
and to improve our import trade. As 
stated in the act, the objective is to 
achieve prices that will not be exces- 
sive to consumers and will fairly 
maintain and protect the domestic 
industry. 

Provisions are included in the act to 
insure that a fair share of the consum- 
er's dollar goes to growers and to 
workers in the beet and cane fields. 
To achieve the objectives, sugar re- 
quirements of consumers for the follow- 
ing year are determined by the Sec- 
retary of Agriculture each December; 
quota provisions for foreign and do- 
mestic areas to fill the requirements 
are administered; and conditional 
payments are made to domestic 
growers. The act contains an amend- 
ment to the Internal Revenue Code 
providing for an excise tax of one-half 
cent a pound, raw value, on the manu- 
facture or importation of sugar. Tax 
collections have exceeded payments to 
growers by 15 to 20 million dollars a 
year. 

It would be just about impossible, 
short of rigid controls, to isolate the 
United States sugar market from the 
world market, but the Sugar Act has 
reduced the impact of world market 
conditions on domestic prices. Since 
its inception in 1934, United States 
sugar prices have been much more 
stable, which has been beneficial to 
the domestic industry, and have shown 
a much less proportionate increase 
than have the prices of most other 
food products which has benefited 
consumers. 

WHILE SUGAR LEGISLATION provides 
a buffer against world market condi- 
tions, it is not a substitute for efficient 
marketing practices nor is it a cure-all 
for problems affecting price which are 
prevalent in all phases of the domestic 
marketing structure. 

Cane and beets have to be marketed 
and processed shortly after harvest. 
Farmers must sell their crop at harvest- 
time with only moderate regard for 
price. To pay the growers, raw mills 
market the bulk of their raw-sugar 
production during and shortly after 
the processing season. Heavy volume 
of selling during this period in the past 
often has depressed prices more than 
if more orderly marketing methods 
were followed. 

Farmers and mills therefore adopted 
a variety of settlement methods. Aver- 
age prices for periods of 2 weeks to 12 
months, depending on area and indi- 
vidual contractual arrangements, are 
used often in settlements between cane 
growers and processors. The common 
settlement practice for sugar beets is 
on the basis of net proceeds from sugar 
sales. As to raw cane sugar, many 
mills have attempted to hedge average 
settlements by corresponding arrange- 
ments to sell raw sugar. For example, 
sales of raw sugar often are made on 
various average price bases. This in 
effect removes such sellers from a bar- 
gaining position and reduces the vol- 
ume of sugar as well as the number of 
sellers acting as a register of raw sugar 
values. There are indications that the 
raw-sugar market has become quite 
narrow, and at times small isolated 
transactions in raw sugar have a sig- 
nificant effect on the raw-sugar price 
level. Thus, these attempts to reduce 
market risks have given rise to other 
problems. 

Problems affecting price also abound 
in the marketing of refined sugar. One 
is price resistance in the area of in-* 
dustrial usage. Retail prices of some 
products, among them soft drinks and 
candy, so-called "nickel" items, vary 
little. Other problems relate to long- 
standing sales practices, such as guar- 
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antees to buyers against price declines 
and bookings in advance of price in- 
creases. Such protection against both 
price declines and increases concen- 
trates market risk on sellers of refined 
sugar. 

RESEARCH financed with funds made 
available under the Research and 
Marketing Act of 1946 is delving into 
sugar-marketing problems to ascer- 
tain their fundamental causes and 
what practices can be put into effect 
to eliminate them. Considerable re- 
search also is being directed toward 
the development of more profitable 
market outlets for molasses and ba- 
gasse, the principal sugar byproducts. 
The sugar industry is exploring the 
possibilities of reducing marketing 
costs by widespread adoption of liquid 
and dry sugar and bulk handling 
methods. The United States Govern- 
ment in its negotiations with other 
countries on the provisions of an Inter- 
national Sugar Agreement is striving 
to reduce trade barriers on sugar so 
that world consumption can be in- 
creased and the world "free" market 
can become larger and more stable. 
The combined results should make for 
more sound and efficient sugar mar- 
keting. {Marshall E, Miller.) 

Tobacco 

The American farmer markets an 
average of more than 400 hours of 
labor in the tobacco he sells from an 
acre of land. It takes about a minute 
to examine and bid on that amount of 
tobacco at auction. 

Some 850,000 farm families in 1953 
—roughly 1 out of every 7—in the con- 
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tinental United States and Puerto 
Rico marketed 2.1 billion pounds of 
tobacco, grown on 1.7 million acres. 
More than 90 percent of the tobacco 
was bought by about 20 major firms 
and their affiliates. 

Americans paid around 5.2 billion 
dollars at retail for tobacco products 
in 1953. More than 1.6 billion dollars 
went for Federal tobacco taxes. Esti- 
mated State and municipal taxes 
amounted to more than 500 million 
dollars. Payments for transportation, 
processing and storage of leaf, manu- 
facturing, distribution, imported leaf, 
and materials .other than tobacco 
amounted to about 2.3 billion dollars. 
This figure includes profits of those en- 
gaged in the marketing process after 
purchase of leaf tobacco. United States 
farmers received approximately 800 
million dollars from domestic manu- 
facturers for the 1953 crop. In addition, 
they received around 300 million dol- 
lars for tobacco sold for foreign use. 

About 25 percent of the United 
States crop is exported to foreign coun- 
tries. The remainder is used by United 
States manufacturers. Foreign tobac- 
cos imported in 1953 for blending with 
domestic tobaccos totaled about 7 per- 
cent of our consumption. 

The manufacture of tobacco prod- 
ucts of uniform quality depends on 
careful selection and blending of many 
different kinds and qualities of tobacco 
grown in different areas of this coun- 
try and, for the large bulk of our prod- 
ucts, in foreign countries. 

Tobacco grown in this country and 
Puerto Rico is divided under Govern- 
ment standards into 6 major classes 
covering 26 types and a miscellaneous 
class covering minor types. Some types 
are divided into more than 100 grades 
and qualities. The different classes and 
types of domestic tobaccos can be 
grouped into those used primarily for 
cigarette and pipe and "roll-your- 
own" mixtures (flue-cured, Burley, 
and Maryland types); chewing tobac- 
co and snuff (fire-cured and dark air- 
cured types) ; and cigars (filler, binder, 
and wrapper types). 
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dollars. Payments for transportation, 
processing and storage of leaf, manu- 
facturing, distribution, imported leaf, 
and materials .other than tobacco 
amounted to about 2.3 billion dollars. 
This figure includes profits of those en- 
gaged in the marketing process after 
purchase of leaf tobacco. United States 
farmers received approximately 800 
million dollars from domestic manu- 
facturers for the 1953 crop. In addition, 
they received around 300 million dol- 
lars for tobacco sold for foreign use. 

About 25 percent of the United 
States crop is exported to foreign coun- 
tries. The remainder is used by United 
States manufacturers. Foreign tobac- 
cos imported in 1953 for blending with 
domestic tobaccos totaled about 7 per- 
cent of our consumption. 

The manufacture of tobacco prod- 
ucts of uniform quality depends on 
careful selection and blending of many 
different kinds and qualities of tobacco 
grown in different areas of this coun- 
try and, for the large bulk of our prod- 
ucts, in foreign countries. 

Tobacco grown in this country and 
Puerto Rico is divided under Govern- 
ment standards into 6 major classes 
covering 26 types and a miscellaneous 
class covering minor types. Some types 
are divided into more than 100 grades 
and qualities. The different classes and 
types of domestic tobaccos can be 
grouped into those used primarily for 
cigarette and pipe and "roll-your- 
own" mixtures (flue-cured, Burley, 
and Maryland types); chewing tobac- 
co and snuff (fire-cured and dark air- 
cured types) ; and cigars (filler, binder, 
and wrapper types). 
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Leaf tobacco is sold on the basis of 
physical inspection. There are no to- 
bacco exchanges. The market is sea- 
sonal. Price information in most areas 
is that reported by Federal-State to- 
bacco market news service from actual 
sales of tobacco. 

The systems through which United 
States farmers sell their tobacco in- 
clude auction markets; "barn door," 
or country, buying; sales by coopera- 
tives and private dealers after delivery 
of tobacco by growers; and the "hogs- 
head" market for Maryland tobacco 
at Baltimore. A substantial part of the 
cigar wrapper tobacco is grown by 
cigar manufacturers or under contracts 
with them. 

More than 90 percent of our 1953 
tobacco crop was sold on 171 "loose 
leaf" auction markets. Sales are con- 
ducted in large, one-story warehouse 
buildings with skylights spaced across 
the roof to provide light. In 1953 there 
were 940 such warehouses, covering an 
area of more than 1,000 acres. 

Before taking his tobacco to the auc- 
tion, the farmer sorts it into lots based 
on color and other factors relating to 
grade and quality. Each lot of to- 
bacco at the auction warehouse is 
placed on a separate basket or tray 
and weighed. A ticket on each basket 
shows the weight and the name of the 
grower and includes space for the Gov- 
ernment grade, the price bid, and the 
buyer's grade. 

The auction sale usually begins 
about 9 a. m. Federal inspectors enter 
the grade of the tobacco on each bas- 
ket ticket ahead of the auction. The 
warehouseman, who acts as a commis- 
sion merchant, makes the starting bid 
on each basket of tobacco. The auc- 
tioneer calls the bids. Usually 6 to 10 
buyers participate in each auction 
sale. The ticket marker records the 
price bid and the buyer's name and 
grade on the ticket. Sales usually are 
made at the rate of 350 to 400 baskets 
an hour. The farmer can obtain pay- 
ment for his tobacco at the warehouse 
office within a few minutes after the 
auction. 

The farmer, who usually observes 
the sale of his tobacco, has a right— 
used seldom—to reject the bid on any 
basket of his tobacco. 

About 4 percent of the 1953 tobacco 
crop was sold at the "barn door," 
about 2 percent through cooperatives 
or private dealers after delivery to 
warehouses by growers, and about 0.2 
percent through the Baltimore "hogs- 
head" market. 

"Barn door" sales are made by indi- 
vidual negotiation between the farmer 
and the buyer. If deliveries are made 
to cooperatives or private dealers, the 
cooperative or dealer negotiates the 
sale on behalf of the farmer. On the 
Baltimore market the tobacco is 
packed in the hogshead by or for the 
farmer. Samples, drawn from each 
hogshead, are displayed by the grower 
cooperative or the commission mer- 
chant. Buyers inspect the samples and 
submit sealed bids. The farmer or his 
representative may reject the bids. 

A farmer who rejects the sale of a 
basket of tobacco on the auction mar- 
ket runs the risk of a lower bid when it 
is reoffered. A farmer who rejects an 
offer for tobacco at the farm runs the 
risk that he will receive no other offer 
for some time. Although some growers 
of cigar tobacco and some Maryland 
growers hold their crops over from one 
year to another, to do so generally is 
not practical. The grower therefore is 
under pressure to sell at the price 
offered. 

With the development of Federal 
price-support programs, loans have 
been made available for the various 
grades of tobacco at fixed rates. In 
areas served by the auction markets, 
a grower usually takes advantage of 
the loan if the buyer does not bid more 
than the loan. In other areas the 
grower usually sells before he knows 
the loan rates or prices. At best, he 
can only obtain an indication of the 
loan rate based on grading of samples. 
Final grades for loan purposes can be 
determined only after delivery of the 
tobacco to designated warehouses 
where it can be inspected fully. 
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Each grower who places tobacco 
under loan usually becomes a member 
of a grower association, which makes 
the loans under contract with Com- 
modity Credit Corporation. The asso- 
ciation is responsible for having the 
tobacco processed, packed, and stored, 
and for its sale. Tobacco placed under 
loans from the 1951, 1952, and 1953 
crops  averaged  277 million pounds. 

Most tobacco is in a semiperishable 
condition when it is sold by farmers. 
Therefore, it must be moved promptly 
to central plants for handling and 
processing. Before tobacco can be 
placed in storage for necessary aging 
of about 2 years it must contain the 
right amount of moisture. Air-drying, 
fermentation, and steam redrying' are 
used to fix the percentage of moisture. 

In the steam redrying process, mois- 
ture is removed from the leaf and then 
put back in proper amounts. Steam 
redrying machines are used for the 
cigarette and smoking tobaccos (except 
for most Maryland tobacco) and part 
of the chewing and snuff tobaccos. 
Most of the chewing and snuff tobac- 
cos are air-dried. Maryland tobacco 
dries on the farm and usually is packed 
as delivered by farmers. Most of the 
cigarette, smoking, and chewing and 
snuff tobaccos after processing are 
packed in hogsheads that hold 800 to 
1,500 pounds. Cigar leaf tobaccos are 
conditioned by fermentation. Nearly 
all of the cigar tobacco is packed in 
bales or boxes weighing 150 to 400 
pounds. 

Substantial amounts of tobacco used 
in the cigarettes in this country are 
stemmed at the redrying plants before 
being packed for storage. The stems 
are not removed from the remainder 
until the tobacco is moved forward 
from storage for manufacture. To- 
bacco purchased for export usually is 
not stemmed before shipment abroad. 

The flavor, aroma, and quality of 
United States tobaccos are prized in 
many countries. United States exports 
of tobacco annually range from 450 to 
600million pounds (farm-sales weight). 
Tobacco frequently has ranked third 

among our agricultural exports. Ex- 
ports before the Second World War 
amounted to about one-third of the 
crop each year. Postwar exports have 
been a little above the prewar exports, 
but represent only about one-fourth of 
the crop, as domestic use has increased 
much more than exports. About 75 
percent of our exported tobacco goes 
to countries of Western Europe, with 
small amounts to other European 
countries, about 15 percent to coun- 
tries in the Far Pacific and Asia, and 
about 1 o percent to countries in Africa 
and South America. 

The upward trend in smoking of cig- 
arettes of the United States "blended" 
type and of the English "straight Vir- 
ginia" (flue-cured) type has made 
flue-cured the main export tobacco. 
Average exports of flue-cured at 433 
million pounds (farm weight) during 
the 5 marketing years ending with 
1953 were almost 20 percent above the 
prewar level. The total United States 
exports for the 5 years, averaging 
about 530 million pounds, exceeded 
prewar levels by about 14 percent. 
Burley exports at around 35 million 
pounds now equal nearly 3 times the 
small prewar figure. Dark-fired and 
air-cured tobaccos have lost ground 
and exports at around 43 million 
pounds now average just over half as 
much as before the war. Exports of 
cigar wrapper and binder and of 
Maryland tobacco are larger than 
before the war. 

FOREIGN MARKETS for United States 
tobacco in the postwar period have 
been affected adversely by foreign 
restrictions imposed primarily to save 
dollar exchange. Governments of to- 
bacco-importing countries have been 
loath to reduce total imports because 
tobacco products are a major source of 
revenue. This has led them to favor 
other tobaccos even where preference 
of their domestic trade is for United 
States leaf. These policies along with 
favorable worldwide tobacco prices in 
recent years have encouraged expan- 
sion of tobacco production in foreign 
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producing areas. Consequently, United 
States tobacco faces increasing compe- 
tition in world markets. 

About 93 percent of the tobacco used 
by American manufacturers is grown 
in this country. The rest consists of 
types imported primarily for blending 
with domestic tobaccos. This country 
usually ranks second or third among 
the world's importers. United States 
imports for consumption in 1953 were 
105 million pounds. About three- 
fourths of United States imports are 
aromatic (oriental) cigarette tobacco, 
mainly from Turkey, Greece, and 
Syria, with smaller imports from sev- 
eral other countries. A fourth is cigar 
tobacco, mainly from Cuba, with small 
amounts from the Philippines and 
Indonesia. 

The United States import duties on 
cigarette leaf and cigar wrapper have 
been reduced one-half and one-third, 
respectively, since 1947. A restrictive 
quota arrangement on Cuban tobacco 
was eliminated, and its preferential- 
duty status continued. 

More tobacco is manufactured and 
consumed in the United States than 
in any other country, both in total 
quantity and per capita. With only 
about 6 percent of the world's popula- 
tion, the United States consumes 
nearly a fourth of the world's tobacco. 

The tobacco manufacturing indus- 
try can be considered in three broad 
segments—cigarettes and smoking; ci- 
gars; and chewing and snuff. Several 
companies make more than one prod- 
uct. 

More than 98 percent of the ciga- 
rette manufacture in the United States 
is concentrated in six companies. One 
factor in this concentration probably 
is the cigarette machine. Highly sig- 
nificant also are heavy investment in 
inventories of leaf tobacco sufficient 
for manufacturing requirements for 
about 2 years and large expenditures 
for advertising. Labor cost in manu- 
facturing relative to the value of ciga- 
rettes is among the lowest for any in- 
dustry. 

Consumer expenditure of about 4.4 

billion dollars in 1953 for cigarettes in 
the United States compares with total 
expenditures of 5.2 billion dollars for 
all tobacco products. The Federal 
Government and 41 State Govern- 
ments collected about 2 billion dollars 
in taxes on cigarettes, compared with 
a total on all tobacco products of 
about 2.2 billion dollars. 

Total output of cigarettes in the 
United States in 1953 was 423 billion 
—of which 16 billion were exported. 
In 1953, daily consumption of ciga- 
rettes averaged nearly 10 for each 
person, 15 years and older—more than 
twice as many as before the war. 

In recent years there has been a 
steady and substantial gain of the 
"king size" cigarettes, which are about 
one-fifth longer and contain about 
one-sixth more tobacco than the stand- 
ard size. There also has been a rapid 
gain in sales of filter tip cigarettes, 
although they still are a small part of 
total output. 

Cigar manufacturing in the United 
States has shifted largely from hand to 
machine processes, but the shift has 
been slower and less complete than in 
the case of cigarettes. The greatest dif- 
ference in mechanization of cigarette 
and cigar manufacture is the continu- 
ous feeding of tobacco and paper 
through the cigarette machine, where- 
as each cigar must be made individu- 
ally through the machine from the leaf 
for the filler, the leaf for the binder, 
and the leaf for the wrapper. The out- 
put of a cigarette machine is 1,200 to 
1,400 a minute. The output of a cigar 
machine is about 10 to 12. 

In 1953, nearly 60 percent of the 
cigars were made by 8 companies, 
another 30 percent by some 40 com- 
panies, and the rest by a few hundred 
small firms. The manufacture of cigars 
employs about 40 percent more 
workers than does the manufacture of 
cigarettes. 

Consumers spend about 560 million 
dollars annually for around 6 billion 
cigars. Around 50 million dollars rep- 
resent taxes to the Federal Govern- 
ment and to 11  State Governments. 
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Total consumption of cigars in 1953 
was about 14 percent above the 1935- 
1939 average, but consumption per 
person was down about 5 percent and 
was only about two-thirds of the 1925- 
1929 average. 

Smoking tobacco, chewing tobacco, 
and snuff have been declining in rela- 
tive importance over a considerable 
period of years. Output of smoking 
tobacco in this country in 1953 was 86 
million pounds compared with an 
average of 161 million in 1925-1929. 
Similar output figures for chewing 
tobacco   are   83    and    197   million 

pounds. The 1953 output of snuff 
was 39 million pounds, only a little 
below the 1925-1929 average. Annual 
tax receipts from smoking, chew- 
ing, and snuff are about 20 million 
dollars. 

Historically in this country taxes are 
levied on cigarettes with rates fixed on 
a per thousand basis. Taxes on cigars 
are levied on the basis of variable rates 
per thousand depending upon the 
prices at which the cigars are manu- 
factured to retail. Taxes on smoking 
and chewing tobaccos and snuff are 
levied with rates fixed on a per pound 
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basis. The current Federal tax rate on 
cigarettes is $4.00 per thousand. On 
cigars the rates vary from $2.50 per 
thousand for those retailing at 2% cents 
each or less to $20.00 per thousand on 
those retailing for more than 20 cents 
each. On smoking and chewing to- 
bacco and snuff the rate is 10 cents per 
pound. Taking into account the to- 
bacco contained in the various prod- 
ucts the approximate tax rates per 
pound would be $1.89 on cigarettes, 
44 cents on cigars, and 18 cents on 
smoking, chewing, and snuff combined. 

About 250 million pounds of stems 
and scrap and damaged tobacco which 
are not suitable or not needed for use 
in tobacco products are processed 
annually for use in fertilizers, insecti- 
cides, and other products. Some stems 
from tobacco are used in products in 
this country and some are exported for 
use in foreign countries. 

Tobacco products are sold through 
approximately 4,500 wholesalers and 
more than a million retail outlets. 
Chain grocery stores and vending 
machines have become increasingly 
important channels for consumer pur- 
chases. (J. E. Thigpen, A. G, Conover.) 

Cotton 

The marketing of an average United 
States cotton crop involves the distri- 
bution and utilization of some 6 or 7 
billion pounds of fiber and 10 or 11 
billion pounds of seed produced on 
about 1,100,000 farms in 17 or 18 
States. It includes hundreds of proc- 
esses and thousands of consumer 
items used by every individual and 
every segment of industry in this coun- 
try and by many in foreign lands. 
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The fiber provides about 70 percent 
of the textile products manufactured 
in the United States, and sizable pro- 
portions of those in Europe, Japan, and 
other foreign areas. The seed provides 
nearly a third of the Nation's require- 
ments for edible vegetable oil, a fifth 
of the protein feed consumed by our 
livestock, and large amounts of raw 
material for the domestic chemical in- 
dustry. 

No other agricultural product in- 
volves so many separate qualities, end 
products, and separate marketing 
phases or steps. Consequently, the 
marketing of cotton takes a larger 
share of the consumer's dollar and 
leaves to the farmer a much smaller 
share than for most farm products. 

The first important steps in the 
movement of cotton fiber and seed 
from farmers to final consumers take 
place at the cotton gin. There the seed 
cotton goes through a series of me- 
chanical processes, which separate the 
fiber from the seed. From the gins fiber 
and seed move mostly through sep- 
arate steps and channels and into 
widely different markets and uses. As 
the fiber, or lint cotton, is 6 to 7 times 
as valuable as the seed sold, even 
though it is equivalent to less than 
60 percent of the weight of the seed, it 
is given primary attention. 

The various marketing transactions 
and services relating to American cot- 
ton fiber and fiber products are often 
included under five groups: Merchan- 
dising of the raw fiber; manufacturing 
of yarns and fabrics; manufacturing 
or fabricating apparel, household, 
and other consumer items; wholesal- 
ing; and retailing. 

The transactions and services con- 
sidered here as merchandising cover 
such services as marking or tagging, 
weighing, compressing, storing, load- 
ing and transporting, sampling for and 
determining quality, buying and sell- 
ing, assembling, financing, and hedg- 
ing. Many of them are done by or at 
the direction of cotton merchants or 
shippers, and account for the designa- 
tion of merchandising, but merchan- 
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dising also includes the services of 
many other business organizations 
and of a few Government agencies. 
The activities collectively are con- 
cerned with the movement of hundreds 
of different qualities of lint cotton, 
from our 7,300 gins to 1,600 domestic 
spinning and weaving mills and to 
many such mills abroad. 

After the lint cotton reaches the 
spinning mills, many of which are also 
weaving mills, it goes through a series 
of complicated manufacturing proc- 
esses that convert the raw fiber into 
yarn. The types, sizes, and qualities of 
yarns produced determine the number 
of processes involved and the quality 
of fiber that can be used most advan- 
tageously. For single or un plied yarns, 
the number of processes range from 4 
to 16; most yarns require 8 to 12 proc- 

esses. The processes in the order in 
which the fiber moves through them 
are opening, cleaning, carding, or 
carding and combing, drawing, rov- 
ing, spinning, spooling or winding, 
and warping or beaming. 

The weaving of cotton yarns into 
fabrics also involves a number of proc- 
esses. Ordinarily they include slashing 
and drawing in the warp, combining 
the warper beams into a single sheet 
for weaving, coating the yarns with 
sizing, and the actual weaving. Be- 
cause of differences in the type of 
weave, width of fabric, warp and filling 
ends to the inch, and the size and 
quality of yarns used, there are thou- 
sands of different constructions and 
qualities of woven cotton fabrics. 
Woven fabrics are usually rolled auto- 
matically by the loom into large rolls, 
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which may be sewed into even larger 
rolls. The fabrics are then cleaned and 
inspected, after which they are either 
transferred directly to the finishing 
plant or baled for shipment. 

Some 5 to i o percent of the cotton 
yarn produced in the United States 
goes into knit goods. Knit goods are 
made by the formation of connected 
loops produced on a series of needles. 
Variations in the types of machines, 
needles, and knitting principles used 
and the variations in the sizes and 
types of yarns result in hundreds of 
different kinds and qualities of knitted 
cotton products. 

Most cotton goods come from the 
looms or from the knitting machines as 
gray goods and in most instances are 
subsequently dyed or otherwise fin- 
ished before they are ready for the 
ultimate consumer. Some fabrics are 
made entirely or partly of dyed yarns 
and may or may not be used without 
additional finishing. The chief meth- 
ods of finishing gray goods include 
bleaching, mercerizing, dyeing, and 
printing. The several hundred separate 
establishments engaged in dyeing and 
finishing textiles provide a wide variety 
of designs, styles, and finishes, which 
are performed by a diversity of proc- 
esses. Many fabrics require a dozen or 
more separate operations. 

Cotton textiles are used in a large 
number of products, which can be 
divided into three broad groups— 
clothing or apparel, household, and 
industrial. For such household items as 
sheets, pillowcases, and tablecloths, 
relatively little further processing is 
involved. For products generally in- 
cluded in the industrial-goods group, 
which includes fabrics or cords for 
such things as machinery belts, tar- 
paulins, bags, upholsteries, tires, and 
footwear, additional processing is usu- 
ally done by firms outside the textile 
industry. 

Probably the largest amount of cot- 
ton fiber goes into cutters goods, which 
are mainly for wearing apparel and 
household items produced by the 
textile   establishments   that   cut   and 
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sew purchased fabrics. Their methods 
of fabricating cotton textiles vary con- 
siderably. Some of the key steps in- 
clude cutting the material, sewing or 
joining the parts, pressing and folding, 
and boxing for shipping. In making 
dresses and other items of women's 
apparel, one of the important and 
expensive steps is designing. 

Most cotton fiber products are dis- 
tributed through a big number of 
wholesaling and retailing agencies. 

Even though many manufacturers 
provide their own wholesaling services, 
large proportions of the products move 
through separate wholesalers. Whole- 
sale services include storage; assem- 
bling and delivering the types, sizes, 
and quantities of items desired by re- 
tailers and others; and financing the 
movement of the goods. 

RETAILING is the final stage in the 
marketing of raw and processed cotton 
fiber. A retailer's functions include as- 
sembling of varied stocks of goods, 
storage, financing, selling, and (in 
some instances) delivery and consumer 
credit. Through his direct contacts 
with consumers, the retailer also col- 
lects and passes back to processors and 
other distributors information on the 
consumers' desires, preferences, and 
practices, which serves as guides for 
future production. 

The costs of moving the raw and 
manufactured cotton fiber from the 
farm to the ultimate consumer in this 
country represent a large share of the 
consumer's dollar. 

For cotton clothing and household 
items, which account for almost three- 
fourths of domestic consumption, it is 
estimated that on the average about 
85 to 90 cents of the consumer's dollar 
go for marketing services, including 
less than 1 cent for ginning. The re- 
maining 10 to 15 cents represent the 
share going to farmers for the raw 
fiber. 

A further breakdown shows that, of 
the five groups of services involved, 
merchandising of raw fiber and whole- 
saling of the manufactured goods re- 
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ceived the smallest proportions of the 
consumer's dollar. The other three 
broad phases—manufacturing, dyeing, 
and finishing of the yarns and fabrics; 
manufacturing or fabricating the ap- 
parel and household goods; and retail- 
ing—each accounted for much larger 
proportions and collectively repre- 
sented about four-fifths of the dollar. 

The costs for cotton in industrial 
products are so completely intertwined 
with costs of other materials and serv- 
ices that it is difficult to determine the 
farmer's share or any other division of 
the consumer's dollar. There is no 
question* however, but that the cost 
of the raw cotton also represents a 
small proportion of cotton's part of 
the final consumer's products. 

Unlike cotton fiber, most of the cot- 
tonseed is sold by the farmer to the 
ginner, who in turn sells it directly to 
cottonseed processors. At the process- 
ing plants the seed is cleaned, delinted, 
and hulled, and the resulting flaked 
meat is separated from the hulls. 
These processes give two of the four 
original products obtained from cot- 
tonseed—linters, the short fuzz or 
fibers remaining on the seed coat after 
ginning, and hulls, the stiff outer coat- 
ing of the seed. The other two prod- 
ucts—oil and cottonseed cake or 
meal—are obtained from the flaked 
meat through mechanical or solvent 
extraction processes. 

In mechanical extraction, which in 
1953 accounted for about four-fifths 
of the cottonseed processed, the meats 
are rolled into flakes and cooked with 
or without pressure. The oil is then ex- 
tracted from the meat by hydraulic or 
screw presses. The resulting cake is 
either ground into meal or cracked 
into smaller pieces, and the meal is 
often further processed into cubes or 
pellets. 

Solvent extraction is rapidly increas- 
ing in importance because it takes less 
work and gives a greater proportion of 
oil. In the process the flaked meats are 
exposed to chemical solvents, which 
dissolve out the oil. The oil is sepa- 
rated from the solvent by distillation. 

Oil is by far the most valuable of the 
cottonseed products. After it is ex- 
tracted, it is processed mainly into 
such edible products as shortening, 
cooking oils, salad oils, salad dressing, 
and margarine. The major processing 
steps are refining, bleaching, winter- 
izing, hydrogénation, deodorization. 

Meal or cake, the second most valu- 
able cottonseed product, and hulls are 
used primarily as feed for livestock. 
They need little additional processing. 

Linters have a wider variety of uses 
than any of the cottonseed products. 
The most important use is as chemical 
cellulose, for which they are cooked or 
digested with chemicals, bleached, 
washed, and dried. The resulting linter 
pulp, which is practically pure cellu- 
lose, then goes into many uses, mainly 
as rayon, plastics, film, explosives, 
paper, and lacquers. The longest 
lengths and highest grades of linters 
are spun into coarse yarns. Others 
serve as a filler in bedding, furniture, 
and automobiles. 

Since shortly after the First World 
War a combination of far-reaching de- 
velopments has caused greater atten- 
tion to be given to the various prob- 
lems associated with the marketing of 
American cotton. Cotton farmers were 
severely affected in the 1920's by 
heavy losses because of insects and 
relatively high production and living 
costs. Depression in the 1930's again 
reduced prices of cotton and other 
farm products to a far greater extent 
than prices of things farmers pur- 
chased. Cotton farmers were hit es- 
pecially hard by the increasing com- 
petition from synthetic fibers and 
other competing products and by re- 
ductions in foreign outlets, which for 
many years took more than half the 
domestic production of lint cotton. 
Consequently they joined with other 
groups in requesting additional assist- 
ance from the Government. It was 
primarily the seriousness of the prob- 
lem of finding adequate markets at 
satisfactory prices that later caused the 
cotton industry to develop a coordi- 
nated program on behalf of all groups 
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directly concerned with raw cotton 
fiber and cottonseed and financed by 
them. 

Since the middle igso's few prom- 
ising means of improving the situation 
have been left untried. The losses in 
markets and the accumulation of sur- 
plus stocks meant that greatest effort 
was directed toward improving the 
market situation. Among the develop- 
ments were additional and more 
timely market information, including 
Government estimates of the quality 
of the crop and the carryover; re- 
search to improve ginning services; re- 
search to develop and encourage more 
efficient marketing methods, proce- 
dures, and processes and to provide 
new and expanded uses; market price 
supports, acreage allotments, and 
marketing quotas; and loans, grants, 
and other aid and assistance to foreign 
countries to strengthen the export 
markets. 

Most groups directly concerned 
with cotton have been giving special 
attention to the various properties of 
cotton and how they can be utilized to 
better advantage. As a result, the 
precision measurements of fiber fine- 
ness and strength are now used com- 
mercially to a considerable extent in 
the marketing of cotton. By the use of 
laboratory measurements of cotton 
fiber properties and of yarns and 
fabrics, some of the larger merchants 
are now helping their customers de- 
termine the most desirable qualities of 
cotton for making particular products, 
a service similar to one the producers 
of synthetic fibers have provided for a 
number of years. Many cotton mills 
are also giving increasing attention to 
this method of providing better quality 
control and of increasing their process- 
ing efficiency. 

Despite the large amount of effort 
that has been made to improve and 
utilize more effectively the various 
fiber properties and to increase the 
efficiencies and reduce the costs of the 
ginning, merchandising, manufactur- 
ing, and other marketing services in- 
volved,   American   cotton   has   been 

barely holding its own in the battle for 
domestic and foreign markets. The 
total domestic mill consumption of 
cotton has tended to increase since 
1930, but when reduced to a per capita 
basis, it has not shown an upward 
trend. During this period, the favor- 
able influence of increasing economic 
activity and higher consumer incomes 
on per capita consumption of cotton 
has been counterbalanced by per 
capita gains in consumption of syn- 
thetic fiber, paper, and plastics. As a 
result, consumption of cotton per 
person in 1 ^52 was only slightly higher 
than it was in the late 1920^. 

Exports of our cotton have declined 
since 1930 because many of the same 
competitive forces in our own markets 
are found also in foreign markets and 
because of foreign competition and 
efforts of other countries to conserve 
dollars by limiting imports. 

There is a greater realization than 
ever before that producers, consumers, 
and providers of marketing services 
are all affected by the cost and effi- 
ciencies involved from the time the 
soil is prepared for planting until the 
finished cotton products reach the 
consumer. The cotton industry real- 
izes that reductions in any or all of 
those costs, particularly if quality im- 
proves, will enable our cotton to gain 
or maintain larger domestic and 
export markets with resulting benefits 
to all groups. {Maurice R, Cooper, Frank 
Lowenstein.) 

Fats and 
Oils 

Large amounts of fats and oils are 
used in foods, paints for houses and 
automobiles,   sizing   for  clothes   and 
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Comparative Costs in Processing the Two 

Major Oilseeds and One Minor Oil Crop 
AVERAGE FOR MILLS FOR 1948 49 

TYPE OF COST* 

CURRENT OPERATING 
COST 

Labor   

Power, light, Heat 
and Water  

Repairs and Supplies 

Sales and Package 

FIXED AND 
NERAL COST 

Salaries 
. 

Depreciation 

Licenses and Taxes. 

Insurance   

Administrative 
and Others 

TOTAL PROCESSING COST 

COTTONSEED 
9.98 

DOLLARS PER TON 

SOYBEANS 

1.33 

0.72 

0.44 

0.53 

2.16 

5.18 

15.16 

0.80 

1.00 

0.35 

0.30 

0.95 

3.40 

12.30 

2.37 

1.94 

0.40 

1.10 

1.28 

7.09 

16.42 

* Soybeans processed by screw-press process 55.3 percent, by solvent extraction 39.6 percent, by hydraulic-press process 5.1 

percent.   Cottonseed, primarily hydraulic-press process.   Tung mills, screw-press operations only. 



UNITED STATES FOREIGN TRADE IN 

(Oil equivalent) 

"Tung, castor and oiticica 

other textiles, and in soaps, linoleums, 
lubricants, plastics, steel rolling, me- 
dicinal and cosmetic materials, and in 
scores of other products. 

The production of fats and oils from 
domestic materials has increased by 
more than a third since the late 1930's, 
in keeping with sharp increases in soy- 
beans, flaxseed, lard, and the inedible 
tallow and grease from slaughter of 
livestock. The United States therefore 
has shifted from a net importer to a 
substantial net exporter. 

Domestic oilseeds worth more than 
1.3 billion dollars are crushed for oil 
and meal each year in nearly 600 mills 
throughout the country. Domestic 
animal fats, including butter, are 
valued at an equal amount. 

In terms of value, more than half of 
the oilseeds are soybeans, produced 
mainly in the Midwest. Cottonseed 
forms  one-third.  The  remainder in- 

cludes flaxseed, mainly from Minne- 
sota and North Dakota; corn germs, a 
byproduct of the cornstarch industry; 
peanuts crushed for oil; and tung nuts. 
The last are grown in a strip 100 miles 
wide along the Gulf of Mexico. Some 
castor beans have been produced 
domestically, chiefly in the South- 
west and California, since 1951. Saf- 
flower, sunflower, sesame, and rape- 
seed are produced in small amounts. 

More than 60 percent of the fats and 
oils we use are consumed as food. But- 
ter and most of the lard are used in the 
same form as produced. Cottonseed and 
soybean oils are used mainly in short- 
ening and margarine and as salad and 
cooking oils. Other important edible 
oils are corn, peanut, and olive. Coco- 
nut oil, mainly from the Philippines, is 
used chiefly as a quick-lathering oil in 
soap and synthetic detergents and for 
other specialized industrial uses. It is 
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Fats and Oils Used in Specified Products (1950-52 Average) 

■ 

Lard as such 

1,636 

Other 

EDIBLE   PRODUCTS 

1.517 

NEDIBLE   PRODUCTS 

1,015 

Paints 

1,575 

Cottonseed Oil 

■■■■■ 

Soybean Oil 

Shortening 

1,091 

Coconut Oil 

■    Tallow and 

Other Industrial 
Products 

882 

Cottonseed Oil 

Other 

Soybean Oil Soybean Oil 

Margarine 

1,321 

Other 

Cottonseed Oil 

Salad and 
Cooking Oils 

Figures in million pounds 

In addition, over 200 million pounds of lard Is used in shortening and small 

amounts are used In various inedible products. 

.    Includes use in "other" edible products. 

And other drying-oil products. 



OU Milk, 1953, CRUSHING     "'MAJOR  VEGETABLE  OILSEEDS 

• Cottonseed 

O Soybeans 

D Peanuts 

A Flaxseed 

+ Corn 

Those listed above are considered as major 

vegetable oilseeds. 

B Cottonseed, Peanuts 

g Cottonseed, Soybeans, Peanuts 

0 Cottonseed, Soybeans 

© Soybeans, Flaxseed 

A Cottonseed, Flaxseed 

U Peanuts, Soybeans 

@ Cottonseed, Flaxseed, Soybeans 

® Soybeans, Corn 

Figures indicate total number of mills in each 

State. United States total, 494, Nineteen mills 

crush both major and minor vegetable oilseeds, 
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used also in sugar coatings by confec- 
tioners and bakers and in sweetened 
wafer fillings. 

Major soap oils, other than coconut, 
are tallow and grease and "foots," the 
residue left after oil refining. Linseed 
oil (from flaxseed) is the major drying 
oil. It is used in paints and varnishes, 
printing ink, synthetic resins, linoleum, 
oilcloth, and numerous other products. 
Substantial amounts of soybean oil and 
such quick-drying oils as tung, de- 
hydrated castor, and oiticica are used 
similarly. 

Before the Second World War the 
major fat exported was lard. Copra 
and coconut oil dominated imports. 
Imports of flaxseed, chiefly from 
Argentina, exceeded domestic produc- 
tion in most years before 1940. 

The major factors that put this 
country in a net exporting position in 
fats and oils after the war were the ex- 
pansion of domestic production of oil- 
seeds and animal fats, increasing con- 
sumption of fats and oils in surplus- 
producing countries such as India, a 
cutting-off of international supplies of 
Manchurian soybeans and Chinese 
tung oil from Asia, and international 
restrictions on the catching of whales. 
At the same time the increasing use of 
products made from substitute raw 
materials, such as rubber-base paints 
and synthetic detergents, has reduced 
the domestic demand for some fats and 
oils. 

Soybeans are the country's largest 
oilseed crop. Normally at harvesttime, 
prices of soybeans are depressed, 
freight cars are scarce, and handling 
facilities at the country and terminal 
elevators are congested. Increased 
storage by farmers would have earned 
for them extra profits in 3 out of 4 
postwar years. For example, peak soy- 
bean prices averaged 20 percent more 
than prices at harvest over the first 4 
years after the Second World War. 

About 90 percent of the soybeans go 
through country elevators. Movement 
from there to oil mills is usually by 
rail, but trucking has become feasible 
in some places. Railroads give most 

soybean oil mills a processing-in- 
transit privilege, which provides the 
soybean industry with advantageous 
rates on soybeans and products and 
permits mills to procure beans and 
sell meal at a distance on a more 
favorable basis. 

Most soybeans are processed by the 
solvent method, which recovers more 
oil than the older screw-press method. 
Hydraulic mills, which are relatively 
inefficient for processing soybeans, do 
process small amounts in the South. 

Of the 1951 crop, 74 percent was 
processed by the solvent method, 25 
percent by screw press, and 1 percent 
by hydraulic mills. 

About 190 mills with a monthly 
capacity of slightly more than 28 mil- 
lion bushels processed soybeans from 
the 1951 crop; 57 of them also proc- 
essed cottonseed, 7 flaxseed, and 3 
corn germs. Approximately half of the 
mills were located in the four major 
soybean-producing States. Crops in 
1952 and 1953, with more than 200 
million bushels available for process- 
ing, required less than three-fourths of 
this capacity. 

The widely varying processing costs 
for soybeans appear to be closely asso- 
ciated with the volume processed, as 
is generally true for all oilseeds. 

The first of several marketing prob- 
lems is to maintain outlets against the 
inroads of synthetic products, particu- 
larly in soaps and cleaners, paints and 
varnishes, and emulsifiers. The pro- 
duction of vegetable and animal fats 
and oils has increased without an ac- 
companying increase in demand since 
the end of the Second World War. 
Research has been undertaken on the 
economic possibilities of using more 
oils in livestock feeds and the chemical 
industries, on the technical aspects of 
agricultural fats in synthetic deter- 
gents and emulsifiers, and on the ad- 
vantages and disadvantages of specific 
oils in the drying-oil field. 

Another problem is the maintenance 
of quality of the various fats and oils 
from   producer  to  finished   product. 

Examples are the maintenance of 
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quality of lard and prevention of re- 
version of the flavor of soybean oil. 

A study of physical and chemical 
characteristics of soybeans related to 
outturn values indicated that varia- 
tion in soybeans of the 1950 crop was 
equivalent to 60 cents in outturn 
value; split and damaged soybeans 
contained more oil per bushel than 
did whole beans, but the oil in such 
beans deteriorated faster in storage; 
and that moisture and foreign ma- 
terial alone would give an evaluation 
more equitable than the customary^ 
discount schedule or the "grading" 
methods of most country elevators. 

Wide fluctuations in prices after the 
Second World War tended to dis- 
courage use of inedible tallow and 
grease in the development of new prod- 
ucts. Their markets have suffered as 
a result of increased raw materials and 
better extraction methods at a time 
when their markets were being in- 
vaded by synthetics. Government 
agencies and private industry have 
started research in their expanded use 
in synthetic detergents, plastics, plas- 
ticizers, lubricants, and other products. 
Low prices have made them a world- 
wide bargain. Exports totaled 433 
million pounds in 1949, 748 million in 
19.52, and 1,197 million in 1953, com- 
pared with less than 100 million a year 
in the preceding 2 decades. 

Relative amounts of cottonseed and 
soybean oil in margarine and shorten- 
ing largely depend on the relative 
prices of the two oils. The quantity of 
soybean oil converted for use in drying 
oils depends mainly on the relative 
price of linseed oil. The supply of pea- 
nut oil is especially unstable. Compe- 
tition of azelaic acid from animal fats 
and sebacic acid from castor oil for 
use in special lubricants depends on 
relative prices and upon physical avail- 
ability. A study of interchangeability 
must continually evaluate the needs 
of our expanding economy, including 
limited but highly critical needs, such 
as aviation requirements for special- 
ized products. (C. B. Gilliland, Richard 
J. Foote.) 
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Wool 

Wool is produced on approximately 
285,000 farms and ranches in the 
United States. Farm flocks of fewer 
than 300 sheep account for more than 
one-third of the total domestic clip. 
About 70 percent of our shorn wool 
comes from the Western States and 
Texas. Texas alone accounts for some 
20 percent of the total. Other leading 
producers are Wyoming, California, 
Montana, Utah, Colorado, New Mex- 
ico, Idaho, Ohio, Minnesota, South 
Dakota, Iowa, Missouri, New York, 
Pennsylvania, Kentucky, and Tennes- 
see. 

Western wools are known in the 
trade as Territory wools. Wools from 
Texas are known as Texas wools. 
Those produced in other parts of the 
country are called Fleece wools. 

About a third of the sheep in Texas 
are shorn both in the spring and the 
fall. Some sections of California also 
produce two clips a year, but the rest 
of the sheep in the country are shorn 
only once, in the spring or early sum- 
mer. 

The fleeces mostly are tied with 
paper twine as shorn, on the ranch or 
farm, generally packaged in burlap 
bags 6 or 7 feet long, and sent to mar- 
ket. Bags of wool may weigh 100 to 
350 pounds, depending on where the 
wools were produced, the grade, and 
the method and care used in pack- 
aging. 

Our total annual production now is 
about 270 million pounds, of which 85 
percent is shorn from live sheep. The 
rest is pulled from pelts of slaughtered 
animals. 
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produce two clips a year, but the rest 
of the sheep in the country are shorn 
only once, in the spring or early sum- 
mer. 

The fleeces mostly are tied with 
paper twine as shorn, on the ranch or 
farm, generally packaged in burlap 
bags 6 or 7 feet long, and sent to mar- 
ket. Bags of wool may weigh 100 to 
350 pounds, depending on where the 
wools were produced, the grade, and 
the method and care used in pack- 
aging. 

Our total annual production now is 
about 270 million pounds, of which 85 
percent is shorn from live sheep. The 
rest is pulled from pelts of slaughtered 
animals. 
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Wool is classified in the market pri- 
marily on the basis of its fineness and 
staple length. Strength, color, crimp, 
softness, and uniformity also influence 
its value and utility. Wool varies 
widely in fineness and staple length. 
In the marketing process it is custom- 
ary to group like fleeces together. 
Such grading may be done occasion- 
ally on the ranch, but generally grad- 
ing is performed in a warehouse where 
space, better handling facilities, and 
trained graders are available. The 
purpose of grading is to improve the 
marketability of wool by providing 
manufacturers and buyers with uni- 
form lots, for which they are willing 
to pay higher prices. When a manu- 
facturer acquires ungraded, mixed 
wool he buys it at a price that takes 
into consideration the costs he will 
have to incur in separating the wools 

he wants from the wools that are 
unsuited to his needs and may have to 
be resold at a loss. 

Fineness, staple length, and other 
characteristics vary greatly between 
fleeces. The wool in the same fleece is 
not all of uniform quality. Wool from 
the back of the sheep is finer than 
wool from the britch. Before process- 
ing, therefore, each fleece in each 
grade lot may need to be separated 
into its constituent qualities, a process 
known as sorting. 

Wool as it comes from the sheep is 
known as grease wool, wool in the 
grease, or raw wool. Such wool con- 
tains a certain amount of impurities, 
including grease, dirt, suint, and vege- 
table matter—components that are 
referred to as shrinkage. Depending on 
the breed of sheep, the area, and the 
husbandry,   shrinkage  will  vary  be- 
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tween lots of wool from 30 percent to 
more than 70 percent of the total 
grease weight. 

Because the content of clean wool is 
a significant determinant of value, an 
important problem concerns accurate 
determination of the shrinkage. Most 
growers are not experienced in esti- 
mating shrinkage, but most buyers 
are. Producers therefore are at a dis- 
advantage in evaluating the clean con- 
tent in their clips. 

Methods of sampling wool and test- 
ing the samples in a laboratory for 
shrinkage have been developed, but 
most wool growers still sell without 
benefit of accurate information on 
shrinkage and clean wool content. 

Most growers sell their clips on the 
basis of a certain price per grease 
pound. Buyers think in terms of clean 
wool values, but by estimating shrink- 
age they readily convert clean wool 
prices to a grease basis by multiplying 
the clean wool price by the estimated 
yield of clean wool. If clean wool is 
worth 1 dollar a pound and a given lot 
of grease wool is estimated to shrink 50 
percent, the grease-wool price is 50 
cents a pound. If the shrinkage is esti- 
mated to be 55 percent, the grease- 
wool price would be 45 cents a pound. 
Methods by which shrinkage can be 
determined economically and accu- 
rately are therefore highly important to 
wool growers. Some growers have 
commercial laboratories sample and 
test their wool for shrinkage before 
offering it for sale. 

Another marketing problem con- 
cerns the determination of fiber fine- 
ness, length, and other characteristics 
that establish value and usefulness of 
wool. Generally they are determined 
entirely by eye, and because expe- 
rienced wool men do not always agree 
on quality and grade, most wool 
growers are at a disadvantage also in 
this determination. Techniques and 
procedures for sampling and testing 
for quality factors are available, but 
few wool manufacturers use them 
when buying raw wool. 

The  basic  marketing  problem  for 
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wool growers therefore is to become 
better informed about shrinkage, the 
quality of their product, and how and 
when to sell. 

Growers often contract their entire 
clip on the sheep's back or immediately 
after shearing. Sometimes the wool is 
consigned to a local dealer, warehouse- 
man, or cooperative association for 
sale. Again, the grower may consign 
his wool to a central market dealer. If 
the grower sells his wool on the sheep's 
back or immediately after shearing, 
the sale is made "as is," and the 
grower relies on competition among 
buyers for a fair price. If a grower con- 
signs his wool it may be sold "as is" if 
the clip is considered uniform. Other- 
wise it probably will be graded before 
sale. In either instance, the grower 
depends on the competence and the 
integrity of the consignee in preparing 
and selling the wool to best advantage. 

Contrary to the general practice of 
buying and selling commodities on the 
basis of description and grade stand- 
ards, most sales of domestic wools are 
made on inspection. Each time a lot of 
wool changes hands, the buyer inspects 
it because he must satisfy himself that 
the wools are suitable for his particular 
purpose. Because all buyers do not see 
the same quality factors in a particular 
lot of wool, a given lot may be called 
one grade in one transaction and a 
somewhat different grade in another. 

Standards for fineness of grades of 
grease wool have been developed by 
the Department of Agriculture for use 
as guides in grading fleeces and for 
sorting. The established grades are on 
a visual basis and the grade of any 
given lot of wool is determined by 
comparison with the official samples. 
Even though a physical sample of 
each grade is available, however, it 
often is difficult to make precise com- 
parisons. With the present broad 
grade classes and the relatively little 
knowledge of wool qualities on the 
part of most growers, market news 
and price reports for wool sometimes 
are confusing and do not always serve 
as an effective guide to growers  in 
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determining their marketing policies. 
Wool top—wool after it has been 

washed, carded, and combed—is more 
uniform than the  original raw wool. 

The specifications for fineness of 
grades of top can be expressed in pre- 
cise terms. Combing is a process 
whereby the carded wool is passed 
through a machine which blends and 
parallelizes the fibers. Since grease 
wool generally is subjected to grading 
and some sorting before combing, 
there is a problem in relating grease- 
wool grade specifications to those de- 
veloped for wool top. 

The major domestic trade center for 
wool is Boston. Most market quota- 
tions are based on Boston prices. Buy- 
ers purchasing wool in the country de- 
duct the freight to Boston in computing 
the prices they pay growers for their 
wools at their farms and ranches. 

Among other market centers are 
Philadelphia, Chicago, San Francisco, 
and Portland. Philadelphia is regarded 
sometimes as the major market for 
scoured wool. With the exception of 
Portland, these market centers have 
little or no wool manufacturing ex- 
cept for small knitting and specialty- 
fabric mills. A large proportion of the 
wool has been and now is processed by 
mills in New England and the Middle 
Atlantic areas, although there has 
been a considerable movement of 
wool manufacturing to Southeastern 
States. 

Middlemen between grower and 
manufacturer include the local buyers, 
warehousemen, cooperative marketing 
associations, regional wool dealers, 
order buyers, and merchants at ter- 
minal markets. The dealers, buyers, 
and merchants generally sell to other 
middlemen or manufacturers. Some 
dealers and merchants handle wool 
for growers on consignment. Wool 
warehousemen and cooperative mar- 
keting associations usually act as the 
agents for the growers and handle and 
sell their wool on a consignment com- 
mission basis. 

Manufacturers commonly employ 
their own buyers, but sometimes they 
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place orders with buyers who are 
known as order buyers and who pur- 
chase wool mostly from growers and 
warehousemen for manufacturers' ac- 
counts. Some order buying is done on 
a brokerage basis; the manufacturer 
pays the buyer a commission. More 
often the manufacturer gives the order 
buyer a price limit and the order buyer 
makes his margin of profit by pur- 
chasing wool at prices less than the 
agreed price. 

Growers often are faced with a prob- 
lem in determining what type of 
sales agency to use in marketing their 
wool. Until such time as clips and lots 
of wool can be sampled and tested for 
all quality factors and transactions can 
be based upon accurate description, it 
is desirable from the growers' stand- 
point to have as many buyers as pos- 
sible compete for the business. 

Wool can be stored for several years 
with little deterioration if it is pro- 
tected against the elements and insect 
damage. Large clips of wool seldom 
are stored on the farm or ranch. Im- 
mediately after shearing, wool either 
is shipped from the producing area or 
stored in a local warehouse. In some 
States, the local warehouseman often 
stores wool at a small cost if the lot is 
consigned to him for sale. Other local 
and central market handlers charge 
a fee of about 30 cents a bag a month 
for storage. 

The domestic market may be in- 
active for months and only small ton- 
nages may be sold, within narrow 
price ranges, to mills and top makers. 

Then overnight the market might 
burst into activity; millions of pounds 
might be sold in a few days, with all 
types of buyers and sellers participat- 
ing. A dull market is not necessarily a 
lower market, and an active market 
does not always mean higher prices. 
A steady and reliable market, with an 
even flow of wool to manufacturers and 
top makers throughout the year, would 
be of benefit to wool growers. 

Wool is made into yarns and then 
into different types of fabrics. Wools 
that are made into top before spinning 





are said to be processed on the worsted 
system. Wools that are merely carded 
and then spun into yarn are processed 
on the woolen system. 

Top makers purchase grease wool, 
convert it into top in their own or 
another mill, and sell tops. Some mills 
specialize in custom combing. Other 
mills make yarn; they acquire wool 
top and carry out the spinning opera- 
tions. Textile mills processing wool 
may be specialized to the extent of 
performing only one of the operations 
necessary for converting grease wool 
into cloth, while other mills may be 
geared to carry out all the steps from 
the purchase of grease wool to the 
manufacture and sale of fabrics. 

Manufacturers try to buy wool that 
has the qualities needed to produce 
particular types of fabrics. A manufac- 
turer may blend different qualities of 
raw wool or he may mix wool and 
cotton or wool and some artificial 
fiber. Wool mills sell fabrics to apparel 
manufacturers who make up consumer 
goods for distribution through whole- 
salers and retailers. Almost the entire 
domestic clip is used for apparel or 
blankets. Wools for carpets and floor 
coverings are of the coarser grades and 
generally are imported. 

The domestic price for wool reflects 
world supplies and demand. Imports 
of apparel wools have been subjected 

to a duty that has been as high as 34 
cents a clean pound for all wools finer 
than 44's. The 1953 tariff rate was 25.5 
cents a clean pound for these qualities. 
Apparel wools finer than 40's but not 
finer than 44's had a duty of 17 cents a 
clean pound; those not finer than 40's 
paid 13 cents a clean pound. Imported 
scoured wools carried slightly higher 
rates. Wools imported for use in 
carpets were duty-free. 

Most foreign clips are graded and 
partly sorted, and the lots are quite 
uniform. They also generally are free 
from black fibers, so that the tops proc- 
essed from them are suitable for any 
end use. 

Domestic clips are not uniformly 
well prepared for market. Therefore 
the cost of converting them into top 
generally is higher than the cost of 
converting foreign grease wool. Do- 
mestic wools (because of breeding) 
often contain black fibers (which show 
up in pastel or light shades) so that the 
top has a more restricted range of uses. 

Consequently, one of the marketing 
problems is to determine the economic 
feasibility of better preparation of 
clips by growers before sale, by exer- 
cising care in handling black fleeces, 
by eliminating all tags, off sorts, and 
locks of wool containing nonscourable 
branding paint, and by offering a more 
uniform   and   attractive   product   to 

World Production of Wool, 1951-53 
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mills and manufacturers. For indi- 
vidual small operators, the cost in- 
volved in better preparation probably 
would not return a profit. Such small 
clips, however, might be pooled into 
sufficient quantities to make better 
preparation feasible. Large sheep 
ranchers should find it advantageous 
to market their clips on the basis of 
uniformity in fineness and length of 
staple. Black wool, tags, and rejects 
always should be packaged separately, 
regardless of size of the clip. 

Because of high labor costs in pre- 
paring wool for manufacture, the old 
type of meticulous sorting of domestic 
wools no longer is practiced except in 
special cases. In its place a procedure 
known as trap sorting has been substi- 
tuted, whereby only tags, off sorts, and 
any clearly unsuitable portions of the 
fleece are removed prior to processing. 
Such work normally is performed in 
the mill. Even without the higher cost 
of preparing domestic wool for manu- 
facture, however, foreign wools still 
enjoy a competitive advantage, pri- 
marily because of the wider range of 
end uses and the fact that extra time 
and money need not be spent in elim- 
inating black fibers from the fabrics. 

No significant difference in basic 
quality between foreign and domestic 
wools has been determined. 

The Federal Government has em- 
ployed several means of supporting 
wool prices, in addition to tariff legis- 
lation. The "Buy American Act" of 
1933 and the Berry Amendment to 
the Defense Appropriations Act of 
1952 required that preference be given 
to domestic wools in the manufacture 
of wool items for the Armed Forces. 
The Government wool purchase plan, 
initiated in 1943, was aimed at secur- 
ing an adequate supply and efficient 
distribution of wool to meet wartime 
needs. 

After the war, a purchase program 
was directed toward supporting the 
price of wool and halting the down- 
ward trend in sheep numbers in this 
country which had started in   1942. 

Then the Agricultural Act of 1949 

directed the Secretary of Agriculture 
to support domestic wool prices up to 
90 percent of parity to encourage a 
domestic, production of 360 million 
pounds of shorn wool. The quantity 
of wools purchased by the Government 
under the programs has ranged from 
nothing to practically 100 percent of 
the domestic clip. 

In 1952 the wool price-support ac- 
tivity was changed from purchase to a 
nonrecourse loan program. Under that 
plan, clips and lots of wool are ap- 
praised by the Government, and grow- 
ers obtain a loan reflecting 90 percent 
of the parity price as defined for the 
particular grade and quality offered. 
(//. //. Hulhert, P. L. Slagsvold.) 

Eggs and 
Poultry 

281437°—54- -31 

The average American family in 
1953 ate 150 dozen eggs, the annual 
yield of 11 chickens; 20 broilers and 
8 other chickens; a turkey; and per- 
haps a duck or a goose or a guinea. 
That supply amounted to about 400 
eggs a person and about 36 pounds of 
poultry meat. 

Chickens were kept on 78 percent of 
the 5.4 million farms enumerated in 
the 1950 Census of Agriculture, and at 
one season or another of the year most 
of those farms had eggs or chickens to 
sell. The number of farms reported as 
having chickens on hand was 4.2 mil- 
lion, compared with 3.6 million having 
one or more milk cows, 3.4 million 
growing corn for grain, and 3.8 million 
that had vegetable gardens. 

But relatively few farms—only 173,- 
000—can be called specialized poultry 
farms. Sixty-five percent of the eggs 
sold in the United States come from 
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percent of the output leaving 

the farm on which it is pro- 
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ably less than 1 percent. 

flocks of fewer than 400 layers. Such 
flocks typically round out the opera- 
tions on general farms and by them- 
selves are not large enough to support 
a family. Specialized poultry meat pro- 
duction, of broilers or turkeys, is more 
typically a large-scale operation than 
is egg production. 

More than one-tenth of the eggs pro- 
duced on farms in the United States, 
about 25 percent of the chickens (ex- 
clusive of broilers), and 1 percent of 
the turkeys are used on the farms that 
produce them. There is also a consid- 
erable production of nonfarm—back- 
yard—chickens and eggs, estimated at 
about one-tenth of that produced on 
farms. Most of this backyard output 
probably is eaten by the families pro- 
ducing it, or, if it is marketed, it is 
delivered to the consumer through 
simple and direct marketing channels. 

To get eggs, chickens, and turkeys 
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from producer to consumer is often a 
matter of matching supply and de- 
mand over a wide area as well as over 
the entire year. The spanning of time 
and place poses problems in preserving 
quality as well as of mere holding or 
transit. 

Generally the areas of greatest con- 
centration of human population do not 
coincide precisely with the areas of 
heaviest production. Further, produc- 
tion of eggs and most poultry meats 
varies seasonally, whereas the de- 
mands for eggs and chicken are fairly 
uniform throughout the year. Also, the 
consumer prefers to buy poultry prod- 
ucts in a somewhat more highly proc- 
essed or closely graded form than that 
in which farmers usually sell them. 

Changes in the marketing problems 
for eggs and poultry have dovetailed 
with changes in production practices. 
Some of the developments in produc- 
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tion practices have in themselves been 
adaptations to a marketing problem, 
and it is well to review them in order 
to show what their effects are. 

In a natural environment, the hen 
would lay some eggs in the spring and 
sit on them herself. Then her chicks, 
hatched in the spring, would have the 
benefit of the milder seasons for their 
growth and development before they 
were challenged by the first winter. 
Of course this natural cycle was some- 
what upset, to man's advantage, when 
chickens were domesticated and at 
least partly relieved of the responsi- 
bility of scrounging for their own feed 
and shelter. It was upset further by 
systematic breeding to intensify the 
characteristics which make the hen 
economically worth while, as well as 
by the pathologists' efforts to preserve 
her from the diseases that plagued her 
when she roamed   at will and  from 

others that appeared when she was 
crowded into flocks of hundreds or 
thousands. 

Enough of this natural cycle still 
persists—peak egg production and 
hatchings in spring and growth of 
young chickens in summer and fall— 
so that it is a dominant influence in the 
poultry industry. But commercial 
poultrymen are adapting their opera- 
tions to take advantage of its economic 
consequences. 

In the 1920's they began to take 
advantage of the discovery that the 
daily duration of light is the regulator 
of the bird's egg-laying process. Ac- 
cordingly they put their layers under 
electric lights in the fall and winter. 
Artificial illumination for layers now 
is standard practice; with other inno- 
vations, it has boosted egg production 
per layer in November from 3 or 4 
eggs during the 1920's to 12 in 1952. 
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Egg prices in November therefore 
are not so high now as they used to be 
in comparison with prices during the 
rest of the year. Instead of averaging 
42 percent above the annual average, 
as they did in the 1920's, November 
egg prices to farmers now typically run 
at about 17 percent above the annual 
average. The seasonal variation in egg 
prices has been similarly affected at all 
levels of trade. As a further result, a 
declining phase of egg marketing is the 
storage of shell eggs for consumption 
in what used to be the months of short 
supply; the seasonal price changes no 
longer warrant as much storage. 

The improvement in rate of lay has 
occurred also for other months. The 
present layer, if she survives 12 months 
in the laying flock, averages more than 
180 eggs; her ancestor in 1925 laid 
about 90. For each dozen eggs pro- 
duced, therefore, fewer pounds of 
byproduct chicken meat are now 
produced. 

Poultry meat was essentially a by- 
product of egg production until the 
early 1930's. The cockerels that were 
hatched with the pullets intended for 
egg production, and adult birds that 
had outlived their usefulness in the 
laying flocks, were the sources of Sun- 
day chicken dinners. Their production 
was highly seasonal and was only 
modestly supplemented by roasting 
chickens that were grown especially 
for their meat, or by turkeys. No sepa- 
rate figures are available for roasting 
chickens, although in 1930 the turkey 
supply was less than 2 pounds per 
capita, compared with about 20 
pounds of chicken. 

As egg production per bird increased, 
the supply of byproduct chicken meat 
accompanying each dozen of eggs pro- 
duced decreased. The relative decline 
in the supply of poultry meat was 
accentuated by the sexing of baby 
chicks. Sexed chicks are pullets and 
cockerels separated at hatching time 
according to sex, so that buyers who 
prefer only pullets need not rear the 
cockerels as well. The baby cockerels 
of the specialized egg-producing breeds 

often are destroyed rather than raised 
for meat. That development and the 
increased egg production per bird 
created a greater opportunity for the 
specialized production of poultry meat. 

The specialized broiler and the tur- 
key were the birds chosen to meet that 
opportunity. Advances in the hus- 
bandry of each—including the use of 
vitamins to permit winter brooding, 
and subduing of blackhead disease in 
turkeys—assisted their first moves to- 
ward specialization. Those two spe- 
cialized birds now provide more than 
half of our annual supply of poultry 
meat. They have placed poultry meat 
in a marketing position where it must 
be thought of as an everyday dish 
rather than as a Sunday treat. 

Most poultry products, eggs and live 
poultry in particular, require little or 
no commercial processing before being 
cooked and consumed—they could be 
marketed directly to the consumer by 
the appropriately located producer. 
But because of the nature, time, place, 
and different densities of production, 
and other factors, for most of the 
products it is more practical to depend 
for the processing and marketing upon 
a number of handlers between the 
producer and the consumer, each per- 
forming a service and adding to the 
price spread between the farm price 
and the consumer price. In 1953 the 
producers got an average of 73 percent 
and 53 percent, respectively, of the 
consumers' expenditures for eggs and 
poultry. 

Most eggs receive no processing other 
than cleaning and sorting for quality 
and size before being packed in cases 
or cartons by the producers or market 
agencies and sold as shell eggs. A small 
portion of these shell eggs, particularly 
those intended for cold storage, how- 
ever, are dipped in a tasteless, odorless 
oil to help preserve quality by sealing 
the pores of the shell, and another por- 
tion of the output is broken-out com- 
mercially, for use as liquid, frozen, or 
dried egg. 

Large volumes of the eggs and poul- 
try produced do not enter commercial 
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market channels. More than TO per- 
cent is consumed on the farms where 
produced and an additional 10 percent 
in or near the nonfarm households 
having backyard flocks. Probably an 
additional 10 percent of the eggs and 
5 percent of the poultry marketed are 
sold directly to the consumer by the 
producer. Those percentages vary 
widely by States and regions. In August 
1948, fewer than 1 percent of the eggs 
produced in Iowa, a heavy surplus 
State, were sold directly to consumers. 
During the same month, 33 percent of 
the eggs produced in Rhode Island 
were thus sold. The products not con- 
sumed on the farms or sold directly are 
handled by one or many middlemen 
before they reach the consumer. 

Several considerations influence the 
choice of commercial channels and 
agencies through which producers mar- 
ket their eggs and poultry—notably 
location in relation to important cen- 
ters of consumption and type of farm 
production. 

Large quantities of poultry products, 
especially eggs, are sold to retail stores 
by producers. In the 12 Northeastern 
States producers sold 30 percent of the 
eggs they marketed in August 1948 to 
retailers. In 14 North Central States 
the producers sold 36 percent to retail 
stores—in 4 of those States more than 
50 percent. 

Several other outlets may be avail- 
able. In some areas hatcheries take 
many eggs for flock replacement, par- 
ticularly in the spring months, and on 
a year-around basis for broiler produc- 
tion. Other producer outlets, varying 
in importance geographically, are ho- 
tels, restaurants, bakeries, hucksters, 
local produce dealers, cooperative 
associations, country receivers, pack- 
ers, and city receivers. 

Most of the eggs sold by the pro- 
ducers to country retail stores and 
eggs entering commercial channels 
otherwise may pass through several or 
all of the following in their route from 
the producer to the consumer: Huck- 
ster, local assembler, processor, whole- 
saler, cold storage, jobber, and retailer. 
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The tendency is for an increasing pro- 
portion to move more directly toward 
the retail outlet, through fewer han- 
dlers. 

Besides the eggs that reach the con- 
sumer in shell form, the equivalent of 
about 40 eggs a person a year is used 
commercially in liquid, frozen, and 
dried forms. Eggs in those forms—used 
chiefly by bakers, confectioners, and 
producers of dry cake mixes—enter 
households in forms unrecognized by 
consumers. 

GRADES AND STANDARDS have been 
set up by the United States Depart- 
ment of Agriculture and most States. 
The use of Federal grades is voluntary. 
In 1953 about 10 percent of all shell 
eggs sold were graded by Federal or 
Federal-State graders. In most areas 
they were graded for resale purposes 
rather than for producer payment. 
Few States require payment to pro- 
ducers on a grade basis, but most 
States require that eggs sold to con- 
sumers shall be on a grade basis— 
usually on a State grade basis. 

Many eggs from farm flocks, particu- 
larly in the north central and southern 
regions, are still sold by producers on 
a current-receipt basis. A survey of egg 
marketing in the North Central States 
in 1948 showed that 59 percent of the 
eggs sold by producers in the area were 
marketed without grading. The range 
among the 13 States surveyed was from 
29 to 78 percent. However, an increas- 
ing number of the larger and more ag- 
gressive assemblers are now paying the 
producers according to their own 
grades or those of the State or Federal 
Government. This is true more par- 
ticularly in the northeastern and west- 
ern regions, where specialized flocks 
are common and egg-marketing co- 
operatives have set the pattern of pay- 
ing producers according to egg quality 
and size. 

Ohio is one of the leading States in 
using Federal-State egg grades. In 
1950, 26 percent of Ohio eggs mar- 
keted were officially graded and in- 
spected.   Similar   information   is   not 
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available for other States or regions, 
but a survey in 1948 showed that 95 
percent of the New England buyers 
used Federal or State quality grades 
as a criterion for judging value when 
purchasing eggs from farmers. On the 
other hand, in the Middle Atlantic 
States only 47 percent of the dealers 
bought eggs from farmers on either 
their own or Federal or State grades. 
Most eggs marketed by producers in 
the Southern States are paid for on an 
ungraded basis. In 1950, 90 percent 
of the southern producers reported 
selling eggs on this basis. 

Poultry, except that which is retailed 
live, requires somewhat more process- 
ing than eggs. While little poultry is 
sold other than live by producers, little 
is sold live to the consumer. 

In the marketing chain, there gen- 
erally are fewer buyers and handlers 
of poultry than of eggs, because farm- 
flock poultry is marketed mostly in the 
fall and the year-around volume is 
inadequate to sustain small specialized 
marketing agencies. Local handlers 
may assemble the live farm-flock 
poultry for reselling to local or termi- 
nal assemblers, dressers, and proces- 
sors. In heavy broiler- and turkey- 
producing areas, there are usually 
some large processors with dressing 
plants who purchase directly from the 
growers, then process and sell the 
processed poultry to either wholesalers 
or retailers. Except for turkeys, which 
often are purchased on the basis of 
United States standards and grades, 
little poultry is bought from the grow- 
ers on a formal grade basis. 

Egg Production per Bird, 1925-53 
Eggs per year 

1935 1945 1955 

More and more poultry is being sold 
each year in drawn or ready-to-cook 
form, whole or cut up, fresh or frozen. 
Large volumes of poultry, particularly 
fowl, are canned. 

With the seasonal leveling out of 
overall production of poultry meat, the 
cold-storage holdings of poultry are 
becoming less important. Turkeys are 
the most important class in storage; 
next come fowl. The bulk of these is 
slaughtered during the fall months. 

Problems in marketing poultry prod- 
ucts are the natural result of the varied 
nature of their production and market- 
ing, the perishable and fragile nature 
of the products, and the large number 
of  handlers   by   type   and   number. 

A major problem is the slowness of 
buyers to adopt the use of grades. 
Federal and State agencies have con- 
ducted research and educational pro- 
grams to demonstrate the desirability 
of paying producers on the basis of 
grades. This gives them an incentive 
to produce the most desirable qualities 
and sizes of eggs and poultry. Use of 
grades likewise helps in merchandising 
the products at later stages of market- 
ing. 

Research has been directed towards 
a number of other egg and poultry 
marketing problems: Overcoming de- 
terioration in quality and physical loss 
on the farm and in marketing channels; 
reduction in the marketing costs and 
in the producer-and-consumer price 
spreads; greater short-time and long- 
time stability of prices; reduction in 
the number of market channels; re- 
duction in the time lapse between pro- 
duction and consumption; more effec- 
tive merchandising; and closer seasonal 
coordination of production and con- 
sumption. 

In many areas farmers have at- 
tempted to increase their share of the 
consumer's egg and poultry dollar by 
setting up marketing cooperatives. 
There are 150 widely scattered special- 
ized egg- and poultry-marketing co- 
operatives of several types, in a wide 
range of sizes, located chiefly in the 
intensive egg-  and  turkey-producing 
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sections. About 650 other farm coop- 
eratives, such as cooperative cream- 
eries, handle eggs and poultry as a 
sideline. Cooperatives handle less than 
10 percent of the poultry products, but 
many of the organizations are impor- 
tant pace setters and innovators in 
marketing eggs and poultry. 

Our international trade in poultry 
products is now relatively unimpor- 
tant. Exports of dried egg in the late 
1940's and early 1950's were an after- 
math of price-support operations. 

The interest in activities to support 
egg prices in many of the years up to 
1950 illustrated one of the pressing 
marketing problems in the poultry in- 
dustry—to avoid the wide year-to-year 
swings in returns from egg production. 
The swings cause farmers to enlarge 
or reduce their flocks, depending on 
whether current conditions are favor- 
able or unfavorable. Such annual ad- 
justments by farmers usually have been 
too extreme and therefore have failed 
to result in a stable industry. As a re- 
sult, the swings have perpetuated 
themselves through a chain of actions 
and reactions. {Edward Karpoff, John J. 
Scanlan.) 

Dairy 
Products 

One-sixth of every food dollar spent 
by nonfarm consumers is for dairy 
products. A little less than half of 
that outlay goes to the marketing and 
processing agencies and the rest goes to 
farmers. 

Milk is produced in nearly every 
county of the United States. About 
3,600,000 farmers were milking at 
least one cow at the time of the 1950 
census;   2   million  of them   reported 

sales of dairy products, and the rest 
used all the milk at home. Sales of 
whole milk were reported by 1,097,000 
farms; sales of farm-separated cream 
by 862,000, and butter by 121,000. 

In the 15 years ending in 1953, farm 
milk production in the United States 
ranged from 107 billion to 121 billion 
pounds. To obtain that huge amount, 
farmers milked 22 to 26 million cows 
twice a day, and got an average of 
about 5,000 pounds a year from each 
cow. 

The annual production is somewhat 
more than 700 pounds of milk for each 
person in the United States—about 
100 pounds per capita less than a 
decade earlier. 

Fresh milk is a favorable medium for 
bacterial growth if it is not carefully 
handled. The earliest governmental 
regulation in the milk industry was 
primarily concerned with protecting 
consumers against fraud and adultera- 
tion, but the realization of the dangers 
of infected milk led to the broadening 
of the scope of regulation to cover 
factors influencing health and sani- 
tation. 

A standard milk ordinance was re- 
quested from the United States Public 
Health Service in earlier years to 
overcome the wide variations among 
local regulations. The first ordinance 
was published in 1924, and an accom- 
panying code was published in 1927. 
The ordinance had been adopted by 
1,575 municipalities and 405 counties 
by March 1, 1954. It is used as the 
standard of milk served on interstate 
carriers and has been incorporated 
into Federal specifications. An impor- 
tant effect of the standard is to facili- 
tate the shipment and acceptance of 
milk from one area to another. 

In earlier days, when most families 
had a cow or two, the location of milk 
production varied directly with the 
distribution of the population. Spe- 
cialization in production of milk and 
factory dairy products brought impor- 
tant regional differences in production. 
Since 1925 the east north central re- 
gion has consistently marketed a larger 
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proportion of the Nation's milk than 
any other region—about a third of the 
milk and cream delivered to plants and 
dealers in the United States. Next in 
importance are the West North Cen- 
tral States, with nearly one-fourth of 
the marketings. Other regions ac- 
counted for the following percentages: 
North Atlantic, i6 to 19 percent; the 
Western States, 12 percent; the South 
Central States, 9 percent; and the 
South Atlantic States, 5 percent. 

Because of its perishability and com- 
parative bulkiness, milk for fluid use 
tends to be obtained from nearby 
sources. In any given area milk for 
fluid consumption gets first call on the 
available supply because it brings the 
highest average price. The greater the 
distance   from   major   markets,   the 
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greater the tendency for the milk to be 
used in production of a high value 
product per unit of weight. Accord- 
ingly 70 percent of the manufactured 
dairy products come from the North 
Central States. 

With a larger population in com- 
parison to the milk supply and a higher 
average consumption of liquid milk 
per person, an increase has occurred 
in the percentage of total milk used in 
fluid outlets. Of the milk and cream 
produced by farmers in 1953, 47 
percent was used by consumers in 
liquid form, a gain of 6 percentage 
points over 1935. The change lowered 
the proportion of milk used in making 
factory products from about 55 percent 
in the 1920's and 1930's to about 50 
percent in later years. 



Milk production usually shows sub- 
stantial seasonal variation but milk 
consumption is about the same in all 
months. Therefore some city markets 
must bring in "outside" milk during 
months of lowest production, usually 
late fall and early winter. Interregional 
shipments of milk, however, are com- 
paratively small, partly because of the 
high freight rate in relationship to the 
value of the product. 

Because the production of milk 
varies seasonally and factory uses of 
milk absorb the excess over fluid needs, 
there is pronounced seasonal variation 
in the total production of manufac- 
tured dairy products. But the con- 
sumption of the products is rather 
steady throughout the year. Most 
processed dairy products may be 
stored only from the seasonal surplus— 
spring and summer—to the following 
winter. The manufacturing and stor- 
ing of dairy products offer a problem 
to operators of marketing and proces- 
sing agencies. It is hard for them to 
gage demand and supplies so as to 
establish prices that will give a de- 
sirable balance between production 
and accumulation in storage during 
the into-storage season and consump- 
tion of stored products during the defi- 
cit out-of-storage season of the year. 

Milk going into commercial channels 
annually since 1940 amounted to the 
equivalent of 90 billion to 100 billion 
pounds. In 1952, marketing reached 
77 billion pounds as whole milk de- 
livered to plants and dealers; the 
equivalent of a little less than 20 
billion pounds in the form of farm- 
separated cream; and 3.5 billion to 4 
billion pounds retailed by farmers 
directly, to consumers as milk and 
cream. Out of the 77 billion pounds of 
whole milk delivered to plants and 
dealers, 41 billion pounds were used to 
meet requirements of fluid milk and 
cream. Fluid milk requires less proc- 
essing than many other foods. It 
undergoes only pasteurization, refrig- 
eration, and sometimes homogeniza- 
tion and the addition of vitamin D. 

The consumption of fluid milk and 

cream per person in the United States 
changed little until the 1940's. During 
the Second World War, because of 
shortages of some other foods and the 
relatively low retail prices of whole 
milk, the use of fluid milk went up 
substantially. The consumption of 
fluid cream declined after the war, but 
the consumption of liquid skim milk 
and other liquid products made from 
skim milk increased. 

Consumption of milk fat per person 
declined from 32 pounds annually 
during the late 1930's to 27 pounds in 
the early 1950^. The amount con- 
sumed through different dairy prod- 
ucts shifted far more than the figures 
indicate. Except for 3 percent fed to 
calves, all the milk fat produced is used 
as human food. Consumption of milk 
fat in butter declined from around 14 
pounds in most years before 1940 to 
less than 7 pounds per person in 1953. 
Nearly half the decline in butterfat 
consumed as butter was absorbed 
through the increased consumption of 
fluid milk, cheese, and ice cream. 
Butter now takes about 25 percent of 
the milk fat produced in the United 
States, compared with about 45 per- 
cent two decades earlier. 

In the period that per capita con- 
sumption of butter has declined nearly 
50 percent, consumption of margarine 
more than doubled, but consumption 
of the two items combined is no greater 
than consumption of butter alone in 
earlier years. Among many reasons for 
the increase in the use of margarine 
were the removal of Federal taxes on 
its production and distribution and the 
removal of restrictions governing its 
sale in individual States. Other con- 
siderations in the decline in demand 
for butter were an apparent general 
lessening in demand for table spreads 
and a conscious effort on the part of 
consumers to eat less fat. 

The consumption of solids-not-fat 
increased from 40 pounds a person in 
the 1930's to 50 pounds in 1946; then 
it declined slightly. The consumption 
of all dairy products which contain 
solids-not-fat increased over prewar— 
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whole milk, skim milk drinks, cottage 
cheese, cheese, ice cream, and nonfat 
dry milk solids. Sales of nonfat dry milk 
solids in consumer packages, generally 
i pound each, increased from 2 million 
pounds in 1948 to 94 million in 1953. 
This pattern of consumption is signifi- 
cant: Whereas solids-not-fat and milk 
fat are produced in a rather fixed 
ratio, the trend in milk fat consump- 
tion is downward, while the trend in 
consumption of solids-not-fat is up- 
ward. 

Of the nonfat portion of milk, a 
large percentage is still used for non- 
food purposes. Much of it is retained 
on farms and therefore does not enter 
commercial channels. A substantial 
increase occurred, however, in the 
proportion of this component of milk 
marketed. More than 70 percent of the 
production has been used for food in 
recent years, compared with 50 percent 
two decades earlier. 

Milk used in manufacturing is pro- 
duced under two different circum- 
stances. A substantial part is produced 
near city markets as an excess over cur- 
rent fluid milk requirements. In some 
markets less than one-half of the milk 
meeting sanitary requirements for fluid 
purposes is channeled to that outlet; 
the balance is sufficient to produce 
more than one-third of the total of 
manufactured dairy products in the 
United States. Items made from this 
milk consist mainly of ice cream and 
bulk condensed milk; some part of 
it is made into butter and dried milk 
during one season or another. The 
other milk used in manufacturing is 
supplied by farmers who have only a 
manufacturing outlet or whose milk is 
not eligible for anything except use in 
manufacturing. 

Of the milk fat used in making 
creamery butter, about two-thirds is 
still supplied by farm-separated cream. 
Cream sold by farmers declined nearly 
50 percent from the mid-1930's to 
1953. The decline reflected a reduction 
in milk output in the farm-separated 
cream areas of the country and an 
increase  in  sales  of whole  milk  by 
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farmers in most States. Most of the 
solids-not-fat produced on farms selling 
cream does not get into commercial 
channels but is used for feeding hogs, 
poultry, and other livestock. 

While the North Central States ac- 
count for about 70 percent of the total 
United States quantity of milk used in 
manufacturing, there is substantial 
variation among the products as far as 
the contribution of each region is con- 
cerned. 

The north central region in 1952 
produced 75 percent of the country's 
cheese, 83. percent of the creamery 
butter, 74 percent of the dry whole 
milk, 73 percent of the nonfat dry milk, 
and 58 percent of the evaporated milk. 
The contribution of the region to the 
United States total of each product 
(except evaporated milk) was larger in 
1952 than in 1929. Because of its bulky 
nature and strict requirements for 
refrigeration, production of ice cream 
is concentrated near the consuming 
areas. Regional shifts in output of ice 
cream therefore have followed geo- 
graphical changes in population. 

Dairy products are manufactured in 
about 10,000 plants that are scattered 
throughout the States. Many individ- 
ual plants are operated by one 
parent firm. The largest concentra- 
tion of ownership exists in the evapo- 
rated milk industry, and probably the 
least in the manufacture of butter and 
nonfat powdered milk. Since 1939, 
production of all of the principal man- 
ufactured dairy products except 
butter increased. The number of 
processing plants dropped because of 
improvements in transportation, more 
complete use of plant capacity, and 
replacement of small plants by larger 
ones, particularly the multiple-product 
type of plant. 

The numbers of creameries and 
cheese factories declined considerably. 
A striking change in the structure of 
the dairy processing industry was the 
rapid increase in number of plants 
making nonfat dry milk solids during 
the Second World War. Production of 
nonfat dry milk solids increased from 
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366 million pounds in 1941 to 643 mil- 
lion in 1945 and in 1953 exceeded 
1.2 billion pounds. 

In pricing, milk offers an unusual 
problem among livestock products be- 
cause of its perishability, the frequency 
of its marketing, and its widely dis- 
persed sources of supply. Market prices 
for butter and nonfat dry milk solids 
have made milk fat the more valuable 
component of milk. Milk as produced 
contains on the average 2.25 pounds of 
solids-not-fat for every pound of fat. 
Milk fat from roo pounds of milk has 
been worth two to three times as much 
as the nonfat, but because of the in- 
creasing trend in use of solids-not-fat, 
increased emphasis has been given to 
that component in pricing of milk. 
This component of milk offers con- 
sumers a cheap source of high-quality 
protein and some other food nutrients. 
Consumers, however, buy individual 
dairy products for the particular want- 
satisfying qualities of the product, 
rather than for the quantities of the 
different milk solids contained in it. 

Regardless of whether milk is sold 
for manufacturing or for fluid use, it 
must be sold by a prearranged pricing 
procedure, as raw milk does not lend 
itself to dealing on an "offer and 
acceptance" basis. Firms making proc- 
essed dairy products base their pur- 
chase prices for milk largely on the 
basis of returns for the finished prod- 
ucts that they sell nationally. 

Wholesale markets for most dairy 
items are scattered over the country. 
Even in the largest wholesale markets, 
trading is light in relation to the total 
supply. But prices established through 
a series of adjustments tend to approxi- 
mate an equilibrium so that the total 
national supply normally moves into 
consumption. Manufactured dairy 
products are not so perishable as to 
prevent shipment between important 
wholesale markets. Through such ship- 
ments, the prices in the individual 
wholesale markets tend to be the 
same except for customary freight 
differentials. 

Pricing milk used in fluid consump- 

tion is a more delicate task than pricing 
the product used in manufacturing. 
Several price-making bodies or pro- 
cedures govern the pricing and market- 
ing of fluid milk. They include ( 1 ) sim- 
ple negotiations between dealers and 
farmers or between dealers and repre- 
sentatives of farmers, (2) State milk- 
control agencies, which may set prices 
at various stages of distribution from 
farmers to consumers, and (3) Federal 
milk marketing orders, which establish 
only minimum prices to producers. 

After the Second World War there 
was a shift to the use of pricing formu- 
las that employed more general types 
of economic indicators. The specific 
formulas were introduced after long 
study by economic technicians, and 
the Federal marketing orders using 
them were promulgated after public 
hearings. Regardless of the pricing 
procedure used, the returns to farmers 
invariably are based on prices for 
milk in the different classifications of 
use. 

The Federal Government first entered 
fluid milk pricing in 1933 and 1934, 
issuing licenses regulating the handling 
of milk in about 50 markets. Following 
passage of the Agricultural Adjustment 
Act of 1935, the role of the Federal 
Government in pricing milk was con- 
ducted through the establishment of 
milk marketing orders. Forty-nine milk 
marketing orders were in operation by 
1953; through them prices and other 
conditions for sale of milk by produ- 
cers were established in the marketing 
areas covered. Marketing orders may 
be issued only after petitions of dairy 
farmers, public hearings, and approval 
by at least two-thirds of the dairy farm- 
ers affected by the order. The order 
may be amended or discontinued by a 
two-thirds vote of the dairy farmers 
affected by it. Approximately one- 
third of the milk consumed in fluid 
form is channeled through markets 
with Federal orders and a substantially 
greater proportion of the Nation's milk 
supply for fluid use is indirectly affec- 
ted by the orders. 

At   various   times   since   the   early 
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1930's, the Federal Government has 
intervened in the pricing of manufac- 
tured dairy products. A purchase and 
diversion program was organized in 
the interest of achieving higher prices 
for milk and farm-separated cream 
that go into the making of manufac- 
tured dairy products. In recent years 
the Secretary of Agriculture has been 
required by law to support the prices of 
milk and butterfat at a level between 
75 and 90 percent of parity. Purchases 
of manufactured dairy products under 
this program tend to stabilize prices 
of fluid milk as well as those of the 
entire manufacturing milk category. 

About half of the expenditures by 
consumers for dairy products goes to 
producers. The other half goes for 
marketing, processing, and other serv- 
ices. Wages and salaries take between 
20 and 25 percent of the consumer's 
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dollar spent for the four major dairy 
products; costs of buildings and equip- 
ment take around 6 percent. Of the 
total cost involved in moving the an- 
nual quantity of dairy products from 
farms to consumers, 11 percent goes 
for processing, 4 percent for whole- 
saling, 23 percent for retailing, and 6 
percent for all other marketing costs, 
including transportation. 

Combined costs of retailing and 
wholesaling are lowest for butter and 
evaporated milk—about 20 percent 
of the consumer's dollar for each. Re- 
tailing and wholesaling expenses for 
fluid milk (not including plant costs 
for pasteurizing and bottling) are ap- 
proximately 30 percent, and retailing 
and wholesaling expenses for American 
cheese about 35 percent of the con- 
sumer's dollar. 

Innovations offer prospects for re- 
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Civilian Consumption of Dairy Products, 

and Margarine 

POUNDS PER CAPITA 

Butter  16.8 
American cheese  4. o 
Other cheese         1.5 
Evaporated and condensed milk. 16. 5 
Dry whole milk  0. 12 
Ice cream, product weight  9. 8 
Ice cream, net milk used  24. 6 
Fluid milk and cream  330 
Total milk  791 
Nonfat dry milk solids         1.9 
Milk fat  31.2 
Milk solids-not-fat  39. 6 
Margarine  2.8 

10.5 
5-2 
1-7 

19.8 
033 

18.5 
47.0 

359 
732 

3- 1 
29. 2 
46.6 
5-5 

10.6 
5-4 
2. 2 

19.8 
0.28 

17. o 
44.4 

349 
73U 

29. o 
46.4 

6. o 

9 
5 
2. 

18, 
o 

17 
44- » 

352 
707 

4-2 
28.0 
46. 6 
6-5 

5 3 
2. 2 

17.4 
o. 4 

17.6 
46.7 

352 
694 

4.6 
273 
47-3 
7.8 

8.6 
4.7 
23 

17. i 
0.25 

17.8 
47-2 

ig 
4-2 

27.1 
465 

8. i 

1 Preliminary. 

ducing the costs of handling, trans- 
porting, or manufacturing milk and 
dairy items. 

One is the bulk-tank method of stor- 
ing and transporting milk. It involves 
use of a bulk-type tank on the farm 
where the milk is cooled and stored 
until collected by a bulk type of milk 
truck. It was used first in California in 
1938, in Connecticut in 1948, and in a 
number of other areas by the early 
1950's. It reduces costs and makes pos- 
sible the delivery of milk of higher 
quality. 

In 1953 the Department of Agricul- 
ture announced perfection of a pro- 
cedure for shortening the time of pro- 
duction of Cheddar cheese, a process 
that will permit a plant to double its 
daily output. 

A concentrated fresh milk was made 
available to several fluid milk markets 
in 1951. It could be processed in sur- 
plus milk-producing areas and sold in 
areas of deficit supply, and seemed to 
offer a saving. In a number of markets 
in which it was first introduced, how- 
ever, the raw milk from which it was 
made was priced the same as fresh 

484 

milk used for fluid consumption, thus 
lessening the economic advantage. 

Vending machines may increase 
sales of fluid milk and reduce costs of 
distribution. They are of four main 
types—a dispenser used in eating 
places, which eliminates the cost and 
handling of containers; a type that dis- 
penses small cartons to consumers for 
on-the-spot consumption; one that 
vends quart-size containers for home 
use; and an outdoor, high-volume 
type, which vends milk in quart and 
half-gallon containers for home use. 

Paper containers for fluid milk are 
the predominant method of packaging 
milk in many areas, particularly for 
store distribution. Their per-unit cost 
exceeds that for glass but they need 
not be returned. Milk keeps better in 
them, and they permit a wider dis- 
tribution of milk from processing 
points. 

The substitution of vegetable fats for 
milk fats in foods caused concern in 
the dairy industry in the early 1950's. 
There already had been a sharp 
decline in use of milk fat as a spread, 
and prices of milk fat were high in 



relation to prices of vegetables fats. 
Opportunities appeared for reducing 
the costs of food by substituting the 
lower-cost product. A few States per- 
mitted the production and sale of 
"filled" milk, which is evaporated 
milk. This milk fat is replaced by- 
vegetable fat. Frozen desserts re- 
sembling ice cream also use vegetable 
fat in place of milk fat and have be- 
come a significant factor in a number 
of markets. The practice of substitut- 
ing vegetable fat for milk fat in such 
products promises to grow even more 
rapidly than has the substitution of 
margarine for butter. That is to be 
expected, for the decision to substitute 
vegetable fat for milk fat in these foods 
is made by a limited number of food 
processors rather than by millions of 
consumers individually. 

Our imports of dairy products, 
measured on a fat-solids basis, have 
seldom exceeded i percent of the do- 
mestic production. Exports normally 
have been smaller than imports, so 
that there has been a slight net import 
balance. During the Second World 
War and for several years following, 
however, the pattern was reversed, as 
exports under various aid programs 
reached 6 percent of domestic produc- 
tion and took one-half or more of dry 
milk. Exports by 1952 had declined to 
the lowest level since 1940 and imports 
had increased so that there was a 
small export balance. Imports recently 
would have been greater had there not 
been import controls on individual 
dairy products. 

Large amounts of most manufac- 
tured dairy products are sold by other 
dairy exporting countries at prices 
considerably less than the equivalent 
prices received in recent years by 
United States dairy farmers. 

Cheese has been the most important 
single dairy item imported by the 
United States. That is because some 
types of cheese are made only in 
certain countries and they are avail- 
able to consumers in the United 
States only if they are imported. 
(Herbert C. Kriesel, Max K. Hinds.) 

Livestock 

The United States ranks well above 
all other countries in total output of 
meat. Nearly all of its production is 
consumed by its own population. The 
output in the past decade made pos- 
sible an average yearly consumption 
of 136 to 154 pounds per capita. In 
1953 the average was approximately 
154 pounds; in 1952 the average was 
about 144 pounds. 

Meat is the most important item in 
the food budget. Expenditures for 
meat amount to 25 percent or more of 
the total cost of all food of the Ameri- 
can people, and average 5¾ percent of 
total disposable income (the amount 
remaining after payment of taxes). 
The retail value of the per capita meat 
consumption in 1953 was about 83 
dollars. For that sum the consumer 
got in terms of carcass weight (before 
shrinkage resulting from cutting, trim- 
ming, and evaporation) 63 pounds of 
pork, 77 pounds of beef, 9 pounds of 
veal, and 5 pounds of lamb. Actual 
purchase weights were less. 

About 60 cents out of every dollar 
consumers spend for meat goes back 
to the livestock producer. To the value 
he receives from the meat is added the 
income from hides, pelts, fats, and 
other byproducts. Together, cash re- 
ceipts of 10,335 million dollars were 
returned to farmers for the meat ani- 
mals they marketed in 1952. This was 
almost a third of farmers' receipts from 
all sources. 

MOST OF THE beef, veal, lamb, and 
mutton reaches the consumer within 
a short time after slaughter. Much of 
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the pork also is sold quickly, although 
several pork products are cured and 
then moved along more slowly. Peak 
loads of meat in commercial freezer 
and cooler storage seldom amount to 
more than 3 percent of the annual 
commercial output of beef and veal, 4 
percent of lamb and mutton, and 8 
percent of pork—the equivalents of 
only 10, 15, and 30 days' supplies of 
the respective meats. 

Considerable amounts of meat— 
although a small part of the total 
supply—are made into sausages, frank- 
furters, sandwich meats, and other 
products. More of them go into cans 
now than a few years ago. From an 
annual rate of 300 to 500 million 
pounds before the war, the output of 
canned meat jumped to 2 billion 
pounds in 1943. It was 1,437 million 
pounds in 1953. The total production 
of carcass meat was 25 billion pounds 
that year. 

Range, pasture, and hay are primary 
feeds for raising sheep and cattle. 
Corn and other concentrate feeds are 
the diet for hogs, and they will put 
finish on cattle and sheep. 

First-ranking grazing and pasture 
area is that large territory known as 
the Great Plains, which slopes east 
from the Rockies and is bracketed on 
the north by Canada, on the south by 
the Gulf of Mexico, and on the east by 
the western edge of the Corn Belt 
(about the 97th meridian). The region 
is primarily a breeding ground. Each 
year it sends hundreds of thousands 
of feeder cattle and sheep east. It also 
feeds many animals to part or full 
finish, slaughtering some locally but 
shipping more of them east or west for 
slaughter. In January 1954 the six 
States from North Dakota to Texas 
had 28 percent of the Nation's cattle, 
28 percent of its sheep, and 12 percent 
of its hogs. 

The mountain West has a similar 
position as a cradle for feeder cattle 
and sheep as well as a producer of 
many grass-fat and some grain-fed 
animals, but its carrying capacity is 
below that of the Plains. In 1954 it had 
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11 percent of all cattle and 35 percent 
of all sheep. Few hogs are raised there. 

The area ranking first in raising hogs 
and feeding cattle and sheep is the 
Corn Belt. The 8 States from Ohio to 
Minnesota produce three-fifths of the 
United States corn crop. In 1953 those 
States raised about 69 percent of all 
the pigs. On January 1, 1954^ they had 
55 percent of all the cattle and 36 
percent of all the lambs that were on 
feed in feed lots. Those States also have 
large numbers of cattle and sheep for 
breeding. In 1954 they had 14 percent 
of all the beef cows. 

Progress toward more productive 
pastures and better adapted breeds 
has boosted the cattle industry of the 
South and Southeast. Large acreages 
of cropland in the area have been 
shifted from cultivated crops to grass- 
land. The region ships out a few feeder 
cattle but the greater part of its produc- 
tion is slaughtered locally as grass-fat 
cattle. It ranks next to the Corn Belt 
in production of hogs. It has 22 per- 
cent of the population of the United 
States, but it has 19 percent of the 
cattle, 6 percent of the sheep, and 18 
percent of the hogs. Inshipment of beef 
is not so great as the figures suggest; 
people in the South eat less beef per 
capita than do those in other regions, 
but more pork. 

The Northeastern States are the big 
deficit region into which meat pours, 
chiefly from the Midwest. With 28 
percent of the population and an 
above-average income per person, the 
States from Maryland to Maine have 
less than 10 percent of the country's 
livestock. 

On the Pacific coast a growing cattle 
industry has failed to keep up with an 
even faster growing population. The 
region in 1954 with 10 percent of the 
population had only 6 percent of the 
Nation's cattle. It had 10 percent 
of the sheep. Both range and irrigated 
land are used in the production of 
cattle and sheep. There is much dry-lot 
feeding on beet pulp, barley, and a 
variety of other feeds that substitute 
for the Corn Belt's plentiful corn. 



Regional Production of Cattle and Calves, 1952 
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The quantity of meat produced 
varies both seasonally and from year to 
year. Not all the ingenuity of man has 
erased fully the synchronism of the 
seasons and the life cycle in livestock 
production. Spring still is the time of 
most births, summer of grazing, and 
fall and winter of intensive feeding. 
More pigs are born in March and 
April than in any other months. 
Crowded into 3 months, November to 
January, is fully a third of the year's 
total hog slaughter. A second slaughter 
peak occurs in early spring. Slaughter 
of all cattle considered together is 
fairly evenly distributed throughout 
the year because feeding operations act 
as a leveler of supplies, withdrawing 
cattle marketed off grass in the fall and 
delivering them for slaughter the next 
spring. But in this process the compo- 
sition of slaughter and the beef supply 
changes greatly. In the fall more grass 
cattle are slaughtered and the lower 
grades of beef are in more plentiful 
supply. In the spring and summer 
well-finished cattle and Choice and 
Prime beef are more abundant. 

The annual production of hogs and 
output of pork rise and fall irregularly, 
largely in response to changes in the 
size of the corn crops. The ratio be- 
tween prices of hogs and prices of 
corn, alternately favorable and un- 
favorable to hog production, is the 
mechanism that keeps the hog produc- 
tion in line with the corn supply. 
When corn loan programs are in effect, 
however, the production of hogs and of 
pork is less closely tied to the size of 
each year's corn crop. It is governed 
more by the relation of demand for 
pork to loan or release prices for corn. 

The production of cattle and output 
of beef go through long cyclical varia- 
tions. Because of the heavy invest- 
ment required for raising cattle and 
the long life span of the species, 
changes in demand for beef or in the 
supply of range, pasture, and crop 
feed are manifest in slow and pro- 
longed upswings and downswings in 
cattle numbers and beef supply. 

Sheep production and annual out- 
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put of lamb also experience cyclical 
fluctuation, chiefly according to alter- 
ing conditions in producing areas and 
shifting competitive relationships. 

Meat is a heterogeneous commodity. 
Red meat comprises beef, veal, lamb, 
mutton, and pork, each of which is 
retailed in a wide assortment of cuts. 
Meats also vary over a range of grades, 
since they are derived from live ani- 
mals varying greatly in quality, con- 
formation, and finish. Standard grade 
names established by the Department 
of Agriculture have provided an 
identification terminology for trans- 
actions in all livestock except hogs, 
even though actual sales usually are 
made by inspection of each lot offered. 
New grades were set up in 1952 for 
hogs, but these animals still are sold 
more according to weight than by 
grade. There also are Federal grades 
for meat. Any inspected and some 
noninspected packers can have meat 
graded by Federal graders by asking 
for and paying the costs of the service. 
Substantial quantities of all meats 
except pork are so graded. Much meat 
is sold by description alone rather than 
by personal inspection at the time of 
sale. 

Grades for livestock and meat, as for 
all farm commodities, differentiate the 
products in a way that facilitates trade 
and rewards the producer who sup- 
plies the kind and qualities desired by 
consumers. The increasing consumer 
preference for lean over fat pork, for 
instance, can be reflected back to pro- 
ducers of hogs only if a distinction is 
made between fat and lean hogs and a 
higher price paid for the leaner ones. 
Selling hogs by the new live hog grades 
is one proposed method for doing that. 
Another is selling by carcass grade and 
weight, a system whereby the return 
to the producer for each hog is deter- 
mined from the value of its carcass. 

Finally, meat comes from numerous 
suppliers. About 4 million farms and 
ranches produce cattle and 3 million 
produce hogs. A little more than 300,- 
000 produce sheep. The slaughtering 
industry has considerable concentra- 
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tion among a few large packers and 
several dozen firms of intermediate 
size, but even so it includes a total 
of 1,250 wholesale slaughterers, 2,200 
local smaller concerns classed as 
slaughterers, and 11,000 still smaller 
operators designated as butchers. Meat 
wholesalers are many and retailers 
legion. 

LIVESTOCK marketing agencies are 
equally diverse. Notwithstanding many 
changes in the livestock marketing sys- 
tem over the years, terminal public 
markets still are of considerable im- 
portance. In 1950 federally inspected 
packers reported that they obtained 
75 percent of their cattle, 57 percent of 
their calves, 40 percent of their hogs, 
and 57 percent of their sheep and 
lambs at the 65 stockyards markets op- 
erating under Federal supervision. 

Direct buying of livestock has grown 
in volume and is the predominant 
means of marketing hogs in many 
areas of the North Central States. 

Livestock auctions experienced a 
spectacular expansion after 1930, until 
they numbered about 2,400 in 1949. 
In the South and Southeast about two- 
thirds of the livestock is sold at these 
auction markets. 

In addition to these outlets, local 
markets and local dealers and buyers 
probably numbering in the tens of 
thousands are available in all parts of 
the country. Local dealers, livestock 
auctions, terminal markets, and direct 
sales to packers were each of about 
equal importance as livestock outlets 
for farmers and ranchers in the Moun- 
tain States and Pacific Coast States in 
1949. {Charles A. Burmeister, Harold F. 
Breimyer.) 

489 



Food Production 
\   Fruit, Truck, and Special Crops 

Livestock 

General Farming 

Nonfood 

Wheat and Small Grains 

Dairy 

Nonfarming 

POPULATION CENTERS OF 100,000 ANO OVER 

y)f^r 6^//^^//^ ¿^^A'^ 



The 
Contributors 

Martin A. Abrahamsen, Chief, Farm Sup- 
plies Branch, Purchasing Division, Farmer 
Cooperative Service. 
Don S. Anderson, Acting Director, Live- 
stock and Dairy Division, Commodity 
Stabilization Service. 
Merritt W. Baker, formerly Deputy Direc- 
tor, Fruit and Vegetable Branch, Produc- 
tion and Marketing Administration. 
W. Edwards Beach, Director, Trading and 
Reports Division, Commodity Exchange 
Authority. 
L. A. Bevan, Director of Extension Service, 
University of New Hampshire. 
M. C. Bond, Professor of Marketing, Cor- 
nell University. 
Neil H. Borden, Professor of Advertising, 
Harvard University Graduate School of 
Business Administration. 
Harold F. Breimyer, Head, Livestock Sec- 
tion, Statistical and Historical Research 
Branch, Agricultural Economics Division, 
Agricultural Marketing Service. 
R. G. Bressler, Jr., Director, Giannini 
Foundation of Agricultural Economics, 
University of California. 

Neil Brooks, Associate Solicitor in Charge of 
Appellate Litigation, Office of Solicitor. 

Arthur E. Browne, Assistant to the Direc- 
tor, Fruit and Vegetable Division, Agricul- 
tural Marketing Service. 

James W. Browning, Assistant to the Admin- 
istrator, Commodity Stabilization Service. 
Max E. Brunk, Professor of Marketing, 
Cornell University. 
Charles W. Buey, Associate Solicitor in 
Charge of Marketing and Regulatory Laws, 
Office of the Solicitor. 
Marguerite C. Burk, Head, Food Con- 
sumption Section, Statistical and Historical 
Research Branch, Agricultural Economics 
Division, Agricultural Marketing Service. 

Charles A. Burmeister, formerly Livestock 
Analyst, Livestock Branch, Production and 
Marketing Administration. 
C. J. Carey, Deputy Director, California 
State Department of Agriculture. 

L. C. Carey, Head, Standard Container 
Section, Regulatory Branch, Fruit and 
Vegetable Division, Agricultural Marketing 
Service. 

Russell L. Childress, Fruit and Vegetable 
Marketing Economist, Division of Agricul- 
tural Economics, Federal Extension Service. 

Donald E. Church, Chief, Transportation 
Division, Bureau of the Census. 

Faith Clark, Food Economist, Home Eco- 
nomics Research Branch, Agricultural Re- 
search Service. 

Forrest Clements, Stewart, Dougall and As- 
sociates; formerly Head, Market Surveys 
Section, Market Development Branch, 
Marketing Research Division, Agricultural 
Marketing Service. 

Malcolm Clough, Agricultural Economic 
Statistician, Statistical and Historical Re- 
search Branch, Agricultural Economics 
Division, Agricultural Marketing Service. 

Robert H. Cole, Assistant Professor of Mar- 
keting, University of Illinois. 

Jessie V. Coles, Professor of Home Eco- 
nomics, University of California. 

A. G. Conover, Head, Tobacco Section, 
Statistical and Historical Research Branch, 
Agricultural Economics Division. Agricul- 
tural Marketing Service. 

Paul D. Converse, Professor of Marketing, 
University of Illinois. 

M. J. Cook, Chief, Packers and Stockyards 
Branch, Livestock Division, Agricultural 
Marketing Service. 

Maurice R. Cooper, Head, Fibers Section, 
Organization and Costs Branch, Marketing 
Research Division, Agricultural Marketing 
Service. 

Charles W. Crawford, Commissioner of 
Food and Drugs, United States Depart- 
ment of Health, Education, and Welfare. 

E. G. Crittenden, Consultant, National Bu- 
reau of Standards, United States Depart- 
ment of Commerce. 

William C. Crow, Chief, Transportation 
and Facilities Branch, Marketing Research 
Division,  Agricultural  Marketing  Service. 

Ted C. Curry, Chief, Regulatory Branch, 
Fruit and Vegetable Division, Agricultural 
Marketing Service. 

D. B. DeLoach, Chief, Organization and 
Costs Branch, Marketing Research Division, 
Agricultural Marketing Service. 

Ralph L. Dewey, Assistant Dean, Graduate 
School, and Professor of Economics, The 
Ohio State University. 

George A. Dice, Assistant to Deputy Ad- 
ministrator for Marketing Services, Agri- 
cultural Marketing Service. 

491 



Edward A. Duddy, Professor of Marketing 
(Emeritus),  University  of  Chicago. 

William H. Elliott, Head, Handling and 
Facilities Research Section, Transportation 
and Facilities Branch, Marketing Research 
Division,  Agricultural Marketing Service. 

Gertrude G. Foelsch, Agricultural Econ- 
omist, Organization and Costs Branch, 
Marketing Research Division. 

Richard J. Foote, Assistant Chief for Com- 
modity Research, Statistical and Historical 
Research Branch, Agricultural Economics 
Division. 

Karl A. Fox, Chief, Statistical and Histori- 
cal Research Branch, Agricultural Economics 
Division, Agricultural Marketing Service. 

Edward E. Gallahue, Marketing Specialist, 
Vegetable Branch, Fruit and Vegetable 
Division, Agricultural Marketing Service. 

Kelsey B. Gardner, Chief, Business Admin- 
istration Branch, Management Services 
Division, Farmer Cooperative Service. 

C. B. Gilliland, Head, Special Crops Sec- 
tion, Organization and Costs Branch, Mar- 
keting Research Division. 

E. T. Grether, Dean and Flood Professor of 
Economics, School of Business Administra- 
tion, University of California. 

Sidney N. Gubin, Staff Assistant to the Di- 
rector, Price Division, Commodity Stabili- 
zation Service. 

Harold Hedges, deceased; formerly Chief, 
Cooperative Research and Service Division, 
Farm Credit Administration. 

Floyd F. Hcdlund, Deputy Director, Fruit 
and Vegetable Division, Agricultural Mar- 
keting Service. 

Joseph F. Herrick, Jr., Agricultural Econo- 
mist, Transportation and Facilities Branch, 
Marketing Research Division, Agricultural 
Marketing Service. 

Louis F. Herrmann, Head, Dairy Section, 
Organization and Costs Branch, Marketing 
Research Division, Agricultural Marketing 
Service. 

Orner W. Herrmann, Agricultural Attaché, 
American Embassy, Paris, France. 

G. E. Hubert, Director, Utilization Re- 
search, Agricultural Research Administra- 
tion. 

Max K. Hinds, Dairy Marketing Econo- 
mist, Division of Agricultural Economics, 
Federal Extension Service. 

Donald E. Hirsch, Chief, Dairy Branch, 
Marketing Division, Farmer Cooperative 
Service. 

R. W. Hoecker, Head, Wholesaling and 
Retailing Section, Transportation and Facilities 
Branch, Marketing Research Division, Agri- 
cultural Marketing Service. 

492 

A. C. Hoffman, Vice President for Purchas- 
ing, Kraft Foods Company. 

" Budd A. Holt, Assistant Chief, Transporta- 
tion and Facilities Branch, Marketing Re- 
search Division, Agricultural Marketing 
Service. 

Sidney S. Hoos, Professor of Agricultural 
Economics, University of California, and 
Economist, California Agricultural Experi- 
ment Station. 

L. D. Howell, Agricultural Economist, Or- 
ganization and Costs Branch, Marketing 
Research Division, Agricultural Marketing 
Service. 

William J. Hudson, Chief, Economics and 
Statistics Branch, Traffic Management Di- 
vision, General Services Administration. 

H. H. Hulbert, Agricultural Economist, 
Livestock and Wool Branch, Marketing 
Division,  Farmer Cooperative Service. 

L. S. Hulbert, Attorney-at-Law and Legal 
Consultant for American Institute of Co- 
operation. 

H. S. Irwin, formerly Agricultural Econo- 
mist,  Food  Distribution  Branch,   Produc- 

. tion and Marketing Administration. 

G. B. Jesness, Head, Department of Agricul- 
tural Economics, University of Minnesota. 

Harold D. Johnson, Transportation Econo- 
mist, Transportation and Facilities Branch, 
Marketing Research Division. 

Thew D. Johnson, Agricultural Economist, 
Transportation and Facilities Branch, Mar- 
keting Research Division. 

Edward Karpoff, Head, Poultry and Egg 
Section, Statistical and Historical Research 
Branch, Agricultural Economics Division, 
Agricultural Marketing Service. 

Joseph G. Knapp, Administrator, Farmer 
Cooperative Service. 

Theodore J. Kreps, Professor of Business 
Economics, Graduate School of Business, 
Stanford University. 

Herbert C. Kriesel, Head, Dairy Section, 
Statistical and Historical Research Branch, 
Agricultural Economics Division, Agricul- 
tural Marketing Service. 

Don C. Leavens, Office of the Undersecre- 
tary for Transportation, United States De- 
partment of Commerce, 

Paul P. Logan, Director of Research on 
Food and Equipment, National Restaurant 
Association. 

W. F. Lomasney, Food Merchandising Spe- 
cialist, Division of Agricultural Economics, 
Federal Extension Service. 

Frank Lowcnstein, Head, Cotton and 
Other Fibers Section, Statistical and Histor- 
ical Research Branch, Agricultural Economics 
Division,  Agricultural  Marketing  Service. 



Lorenzo B. Mann, Chief, Frozen Food 
Locker Branch, Purchasing Division, Farm- 
er Cooperative Service. 
Andrew W. McKay, formerly Assistant to 
the Chief, Cooperative Research and Serv- 
ice Division, Farm Credit Administration. 
J. M. Mehl, Administrator, Commodity 
Exchange Authority. 
George L. Mehren, Professor of Agricul- 
tural Economics, University of California, 
and Economist, California Agricultural Ex- 
periment Station. 
Trienah Meyers, Assistant Head, Market 
Surveys Section, Market Development 
Branch, Marketing Research Division. 

Henry Miller, Assistant General Counsel, 
Federal Trade Commission. 
Marshall E. Miller, Agricultural Economist, 
Organization and Costs Branch, Marketing 
Research Division. 
James A. Mixon, Director, Distribution Re- 
search and Development, National Whole- 
sale Frozen Food Distributor's Association. 
Edward J. Murphy, Director, Grain Divi- 
sion, Agricultural Marketing Service. 
Sterling R. Newell, Director, Agricultural 
Estimates Division, Agricultural Marketing 
Service. 
L. J. Norton, Professor of Agricultural Eco- 
nomics, University of Illinois. 
Kenneth E. Ogren, Head, Marketing Infor- 
mation and Statistics Section, Organization 
and Costs Branch, Marketing Research Di- 
vision,  Agricultural  Marketing  Service. 
Warren W. Oley, Director, Division of 
Markets, New Jersey Department of Agri- 
culture. 

Allen B. Paul, The Brookings Institution. 

W, T. Pentzer, Head, Section of Quality 
Maintenance and Improvement, Biological 
Sciences Branch, Marketing Research Divi- 
sion, Agricultural Marketing Service. 

Robert E. Post, Head, Grain and Feed 
Section, Statistical and Historical Research 
Branch, Agricultural Economics Division, 
Agricultural Marketing Service. 

Margaret R. Purcell, Transportation Econ- 
omist, Transportation and Facilities 
Branch, Marketing Research Division, 
Agricultural Marketing Service. 

David A. Revzan, Professor of Business 
Administration, School of Business Admin- 
istration, University of California. 

Shelby A. Robert, Jr., Head, Product De- 
velopment Section, Market Development 
Branch, Marketing Research Division, Agri- 
cultural Marketing Service. 

Harold B. Rowe, The Brookings Institution. 

Reginald Royston, Chief, Fruit and Vege- 
table Statistics Branch, Agricultural Esti- 
mates Division. 

Donald M. Rubel, Director, Fruit and Vege- 
table Division, Foreign Agricultural Service. 

J. K. Samuels, Director, Marketing Divi- 
sion, Farmer Cooperative Service. 

John J. Scanlan, Chief, Poultry Branch, 
Marketing Division, Farmer Cooperative 
Service. 

Frances Scudder, Federal Extension Serv- 
ice; formerly State Leader of Home 
Demonstration Agents, New York. 

Geoffrey Shepherd, Professor of Agricul- 
tural Economics, Iowa State College. 

P. L. Slagsvold, Agricultural Economist, 
Food and Materials Requirements Division, 
Commodity Stabilization Service. 

Herman M. Southworth, Research Assist- 
ant, Office of the Administrator, Agricul- 
tural Marketing Service. 

Hazel K. Sticbcling, Director, Human Nu- 
trition and Home Economics Research. 

Donald R. Stokes, Agricultural Economist, 
Transportation and Facilities Branch, Mar- 
keting Research Division. 

Jesse W. Tapp, Executive Vice President, 
Bank of America. 

J. E. Thigpcn, Director, Tobacco Division, 
Commodity Stabilization Service. 

J. Murray Thompson, Director, Price Divi- 
sion, Commodity Stabilization Service. 

Robert M. Walsh, Chief, Market Develop- 
ment Branch, Marketing Research Divi- 
sion, Agricultural Marketing Service. 

William B. Ward, Head, Department of 
Extension Teaching and Information, Cor- 
nell University. 

Chester R. Wasson, Leo Burnett, Inc. 

Frederick V. Waugh, Director, Agricultural 
Economics Division, Agricultural Market- 
ing Service. 

Gertrude S. Weiss, Assistant Chief, Home 
Economics Research Branch, Agricultural 
Research Service. 

O. V. Wells, Administrator, Agricultural 
Marketing Service. 

Bennett S. White, Associate Chief, Organ- 
ization and Costs Branch, Marketing Re- 
search Division. 

John A. Winfield, Director, Division of 
Markets, North Carolina Department of 
Agriculture. 

Frederick C. Winter, Associate Professor of 
Industrial Engineering, Columbia Univer- 
sity, and Consultant, Transportation and 
Facilities Branch. 

John C. Winter, Head, Transportation Sec- 
tion, Transportation and Facilities Branch, 
Marketing Research Division, Agricultural 
Marketing Service. 

493 



Index 

ABRAHAMSEN, MARTIN A.: Selling 
Through    Local    Middlemen, 
28-31 

Accumulations 
CGC, effect on financing,  335 
effect on risks, 310-312 

Act of July 1. 1941, 352 
Act of July 28. 1866. 147-148 
Act   to   Regulate  Commerce,   104, 

105 
Administrative   Procedure   Act   of 

1946, 360 
Adulteration of foods,   211  ff. 

during wartime,  219 
Adulteration   to   Food   and   Drink 

Act, 213 
Advertising. 179-187 

law, model, 269 
regulation of,  270-271 

Africa 
United   States   tobacco   imports, 

442 
United States wheat imports, 423 
wheat exports, 424 

Agents 
and buyers.    M. J. Cook, 280- 

285 
manufacturer's, 304 
regulation,   278-280 
selling,  fruit  and vegetable,  45 
See   also   Broker;    Commission 

merchant ; Dealer: Middlemen 
Agreements, marketing 

authorization, 358-359 
defined, 357 
Donald    M,    Rubel.    Budd   A. 

Holt,  357-363 
fruit and vegetable. 360 
programs in effect, 362 
regulations, types, 361 
responsibility for. 363 

Agricultural 
exports,   United  States 

as percentage of production, 78 
as percentage of total,  81 
by destination,  80 
value, 82 

imports.   United   States,   value, 
83 

Agricultural   Act  of   1948,   provi- 
sions,  352, 400 

Agricultural Act of 1949 
provisions, 352. 400 
wool price supports. 467 

Agricultural    Adjustment   Act   of 
1933 

import quotas,  357 
marketing agreement, 358 
parity price formula,  399 
price   supports,  400 
production   controls,   351-352 
warehouse receipt provision,  118 

Agricultural    Adjustment   Act   of 
1938, 352, 388 

marketing quotas, 262-263 
transportation   provisions,   105 

Agricultural    Marketing    Act    of 
1929, Federal Farm Board au- 
thorization, 248, 253.  351 

494 

Agricultural Marketing Act of 1946 
authorization for standards, 153 
provisions, 392 
See also Research and Marketing 

Act 
Agricultural  Marketing Agreement 

Act of 1937, 47 
marketing   agreements   and   or- 

ders, 357 ft. 
marketing  orders,   261-262 

Agricultural Marketing Service,  12 
Air     . 

carriers, 93 
regulation,  105 

transport, 102 
Alabama 

Birmingham, family food dollar, 
197,   198 

feed grain production,  404 
Mobile,  bakery  regulation,   256 
tobacco production,  443 

Alaska, truck-water service to, 102 
American Dairymen's Association, 

243 
American Farm Bureau Federation, 

69 
organization, 248 

American Fair Trade Council, 288 
American institute of Cooperation, 

248 
American   National   Foods,   Inc., 

249 
American Society for Testing Ma- 

terials,   153 .   . 
American    Standards   Association, 

ANDERSON,   DON   S.:   Pricing  by 
Formula,   347-350 

Animal  Industry,  Bureau  of,  220 
Apparel firms,  number and  sales, 

226 
Apple(s) 

and pear packinghouses, grading 
operations,  368 

consumption, 425 
crop,   value,   426 
damage,  380 
deceptive  packaging,  275 
export route, 82-83 
exports as percentage of produc- 

tion. 85 
foreign trade, 433 
handling    operations,    365-366, 

367, 368 
internal  breakdown,   380 
juice    concentrate,    market    re- 

search, 388-389 
packages, 190-191 
processed, 429 
production,   426 
scald, control, 379-380 
soft scald, control, 380 
storage, 113. 115 
water core, 380 

Applied  research,   defined,   393 
Apricots, foreign trade, 433 
Argentina, wheat crop, 424 
Arizona. 93, 96 

cooperatives,   247 
feed   grain   production,   405 
vegetable   production,   428 

Arkansas, 94 
cooperatives, 247 
feed grain production, 404 

Arrivals   of   fruits   and   vegetables 
at Chicago by rail and truck, 
46 

Artery-and-stitch pumping,  122 
Asia 

fats and oils consumption, 459 
United   States   tobacco   imports, 

442 
United States wheat imports, 423 

Asparagus,    deceptive    packaging, 
274 

Assembly, 6, 36-59 
Assize of bread,  152, 212 
Assize of Weights  and Measures, 

151 
Associated   Business   Publications, 

182 
Association of American Railroads, 

97,  139 
Atlanta, 47, 51, 188 
Atlantic  and  Pacific Tea Co.,  64, 

67, 69, 229 
Auction (s) 

described, 305-306 
factors affecting use,  308 
fruit and  vegetable,  45 
live poultry,   191 
livestock, 54, 489 
markets, 31 
tobacco, 440 

Auctioneer,   duties  and   liabilities, 
299 

Australia, wheat crop, 424 
Automatic 

pricing, butter. 347-348 

Bacon, 122 
Bailments,   described,   299-301 
BAKER, MERRITT W.: Grades and 

Grading, 157-164 
Bakeries,    municipal    regulations, 

256 
Baking machinery and equipment, 

131 
Baltimore, 37, 98, 113 

"hogs-head" market for tobacco, 
440 

Banks for cooperatives 
establishment, 249, 253 
financing by. 334 

Barley 
exports 

as percentage of production, 78 
value, 82 

foreign trade, 413 
futures trading, 328 
marketing, 403 ff. 
prices, seasonal variation, 408 
production,   404-405 
receipts 

at primary markets as percent- 
age, of sales, 40 

at terminal market, 39 
standards, 159 
uses, 412 

Basmg-point   price   systems,   349- 
350 

BEACH, W. EDWARDS: Selling: The 
Transfer of  Ownership.   302- 
309 

Beans 
dry   edible,   price   support,   353 
snap, 432 

Beef, 485 ff. 
canned,  slack fill, 276-277 
cattle . 

marketing,   role  of  communi- 
cations, 172-175 

See also Cattle 
consumption,  485,  486 
standards,   160-161 
supply, fluctuations. 488 

Beets, sugar, 433 ff. 
diffusion process, 129 
processing, 434 

Belgium, 433 
BEVAN,   L.  A.:   Farmers As Their 

Own Salesmen,   27-28 
Black heart of potatoes, 380 



Blue Goose, 242 
Boards of trade, described, 306 
BOND.      M.     C:      Improvement 

through   Education,   190-193 
Bonding    commission    firms    and 

dealers, 282-283 
BORDEN,   NEIL   H.:   Advertising: 

Another   Viewpoint,    183-187 
Borden Company, 229 
Boston, 47, 94, 188, 213, 266 

milk marketing order,  348 
wool market,  52,  464 

Boxes, wirebound, for peaches, 98 
Brazil nuts, 433 
Bread 

adulteration, 212 
enrichment. 203 

Break-even   chart,   374-376 
BRIîIMYFR,  HAROLD F.:  Livestock, 

485-489 
Brassier, R. G., 368 
BRI-SSLLR,   R.   G.,  JR.:   Efficiency, 

Size, and Monopoly, 233-235 
Broilers, 467 if. 

auctions, 306 
contracts for, 322 
improved marketing,  191 
industry,   commercial,  financing, 

34 
method of sale,  304, 306 
production,   Shenandoah Valley, 

progress, 473 
regional production, 471 
See also Chickens; Poultry 

Brokers 
duties  and  liabilities,  299 
food, defined, 71-72 
fruit  and  vegetable,  43 

BROOKS,   NEIL:   Wide   Range   of 
Regulation, 255-265 

BROWNE,  ARTHUR E.:  Fruits and 
Vegetables,  424-433 

BROWNING,     JAMES     W.:     Feed 
Grains, 403-413 

BRUNK, MAX E.: Management and 
Control,   372-377 

Buck,   S.  J.,   quoted,   244 
BUCY,   CHARLES  W.:   Rights   and 

Duties of Ownership, 297-302 
Buffalo, 418 

grain  market,   113,  417 
family food dollar, 197,  198 

Bulk  handling  of food,   128 
Bulk-tank  method,   milk   distribu- 

tion, 484 
BURK,    MARGUERITE    C:    When 

Meals Are Eaten Out, 72-74 
BURMEISTER,   CHARLES  A.:   Live- 

• stock, 485-489 
Business,   ownership,   tvpes,   301- 

302 
Butter, 475 fï. 

automatic pricing,   347-348 
consumption, 477 
futures trading,  328 
marketing,   decentralization,   54- 

56 
method of sale, 304 
transportation, 93-94 
unloads at terminal markets, 59 
See also Dairy products 

Butterfat, 477 
price support,  352, 482 

Buttermaking,   continuous,   130 
"Buy America Act" of 1933, 467 
Buyer (s) 

agents and.    M. J.  Cook,  280- 
285 

beware.    Henry Miller, 265-272 
local, types, 29-30 
market,   defined,   49 
order, described. 29 
resident, described, 29 
traveling, described,  29 

Byproduct utilization in processing, 
132 

Cabbage, imports, 433 
Calavo, 242 
Calcium in diets, 203 

California, 21, 67, 93, 94, 96, 98, 
100,   104,   122, 414,   484 

castor bean  production,  455 
cooperative   wiperies,   127 
cooperatives, 247 
dried fruit 

industry, 428 
production, 431 

early pure food law, 213 
feed grain  production,  405 
fruit 

processed, 429 
production, 426 

Granger's  Bank,   244 
lemons,   half-size  boxes,   134 
lettuce  industry,   harvesting   im- 

provements,   378-379 
Los Angeles,  47,  68,   123, 245 
1936 peach crop, 69 
San Francisco, 47 

family food dollar, 197, 198 
sugar price, 350 
terminal   market   for   poultry, 

94 
wool market, 464 

University of, 368 
vegetable   production,   428 
wool production, 460 

California Agriculture  Code, 272- 
273 

California Citrus Exchange, 230 
California  Fruit  Growers Associa- 

tion, 45 
California   Fruit   Union,   245 
Calves 

and  cattle,  regional  production, 
487 

purchased at sources other than 
public  stockyards,   223 

sold through central markets, 56 
Can,   common  tin,   for packaging, 

135-136 
Canada 

feed grain exports, 413 
vegetable exports, 433 
wheat crop, 423 

Cane   su^ar   refining,   434 
Canned 

dried beef, slack fill, 276-277 
foods 

improvements   in,   204-205 
production,   121 

fruits and vegetables 
cost, 136 
financing, 331, 332-333 
grade labeling,   165  ff. 
price-quality relationships, 222 

meat.  164, 486 
Canning crops, method of sale, 304 
Cantaloup, upright loading, 98 
Capital   needed   by    cooperatives, 

240 
Capper-Volstead   Act,    2 50-251 
Cardboard shipping containers, 139 
CAREY, C. J. : Fraud by any Other 

Name,  272-278 
CAREY, L. C: Whys and Hows of 

Modern   Packaging,   132-141 
Cargo planes,  102 
Carlot  diversions  at  Chicago,  42, 

44, 45 
Carriers 

air, 93 
regulation,   105 

common 
defined, 92-93 
duties and liabilities, 300-301 
regulation,  105 

contract, 93 
regulation, 105 

kinds    and    uses.    William    J. 
Hudson, Don C. Leavens, 92- 
99 

motor,   comparison   on   Federal 
control, 109 

private, 93 
duties and liabilities, 300, 301 

regulated, 92-93 
unregulated for-hire,  93 
water, 93 

regulation,   107 
Carrots, consumption, 425 

Cars, refrigerator 
described,  103-104 
modern,  384 
old-fashioned, 386 

Cash  transactions,  exchange rules, 
306-307 

Cashews, 433 
Castor beans, 455 
Castor oil, 459, 460 
Cattle, 486 if. 

and calves, regional production, 
487 

beef, marketing, role of com- 
munications,   172-175 

method of sale, 303 
purchased at sources other than 

public stockyards,  223 
sold through central markets, 56 
valuing quality, 49 

Caveat emptor,  265-272 
Celery  harvesting,   portable  equip- 

ment, 379 
Cellophane, use in packaging, 134 
Central markets, 36-59 

cattle, calves, hogs, sheep and 
lambs sold through,   56 

See also Terminal markets 
Cereals,  enrichment,   204 
Chainstores, 64-66,  67-70 

as a lesson in marketing. Paul 
D, Converse, Robert H. Cole, 
67-70 

cooperative,  63,  70,  71 
effect  on  retailing,   64-66 
history, 67-70 
integration,  231-232 
opposition to, 69 
taxes, 69 

Challenge, 242 
Charges 

at stockyards, regulation, 283 
demurrage, 97 
for marketing food,  14 

Cheddar cheese, 484 
Cheese, 475 if. 

Cheddar. 484 
factories,  124, 478 
factory, cooperative, first, 243 
imports, 485 
making, improvements in, 189- 

190 
plants, changes in, 234 
unloads at terminal markets, 59 

Chemicals  in  foods,  216-218 
Cherries,  sour,   processed,   431 
Chicago, 47, 48, 94, 98, 100 

arrivals and unloads of fruits 
and vegetables by rail and 
truck, 46 

butter market, 94 
butter price, 55 
carlot  diversions at, 42,  44, 45 
corn market, 93 
corn price, 408 
egg market,  51 
grain market, 50, 95, 117 
hog price. 57 
livestock market, 101 
meatpacking, shift from. 127 
poultry market, 94 
sugar price, 350 
terminal market, 37 
Union Stockyards, 41 
University of, 192 
wool market, 464 

Chicago Board of Trade, 320, 323 
Chicago Mercantile Exchange, 45, 

54, 55 
Chickens,  467 if, marketing chan- 

nels, 468 
See also Broilers; Poultry 

CHILDRESS, RUSSELL L: Ways and 
Means of Storage,   111-115 

CHURCH. DONALD E.: From Farm 
to   First  Market,   87-92 

Chlorination,  in-plant,   131 
Cigar(s). 446 

good,  factors in producing,  187 
manufacture, 444-445 
manufacturers,   decline  in,   234 

Cigarettes, 446 
factories,  number,  234 
manufacture, 444 

495 



Citrus 
fruits 

advertising   program,   185-186 
consumption, 425 
exports, 433 
Florida,   increase  in  demand, 

186 
processing, 428-429 
production, 426 
See also specific kinds 

juice,   extraction,   130 
processing,  122 
products,  direct selling,  23 

Civil Aeronautics Act of 1938, 107 
Claims to money debt, 317 
CLARK, FAITH: Our National Diet, 

202-207 
Classification of cotton, 158 

standards for, 267 
Clayton Act, 250, 350 
Clearing     association,     described, 

320-321 
Clearing      House,       International 

Commodity, 82 
CLEMENTS,   FORREST:   HOW  They 

Tell What We Want, 207-211 
CLOUGH, MALCOLM: Feed Grains, 

403-413 
Coconut oil, 459 

use, 455 
Coffee,   adulteration    212 
Cold-Storage of apples,  113-114 
COLE,   ROBERT   H.:   Chains   as   a 

Lesson in  Marketing, 67-70 
COLES,    JESSIE    V.:    Compulsory 

grade labeling,   164-169 
Colonies, weights and measures in, 

151-152 
Color,  measurement,  150 

tomatoes,  154-155 
Colorado,  191 

cooperatives, 247 
Denver, 37 

livestock market, 41 
feed grain production, 405 
potatoes,   428 
retail store tests of peach sales, 

222-223 
wheat, 414 
wool,   460 

Commission 
firms 

bonding,   282-283 
defined, 282 
grain, 39 

merchants 
duties and liabilities, 299 
regulation   under   Commodity 

Exchange Act,   313,   326 ff 
See also Agents 

Commodity 
debt claims, 319 
exchanges, 323 ff. 
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place   of.    Karl   A.   Fox,   337- 

342 
price  supports  and.    Sidney  N. 

Gubin, J. Murray Thompson, 
351-357 

regulation   of,   269-270 
Complexity of marketing,  11-12 
Concentrate 

apple    juice,    market    research, 
388-389 

frozen  orange   juice,   389-390 
fruit, volatile, 131 

Concentrated milk,  484 
attempts to sell, 389 

Connecticut,  189, 484 
cooperatives,   246 
feed grain  production, 404 
Hartford,  188 
pricing at roadside stands, 25 
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sweet, 432 

Corn   Belt,   livestock   production, 
486 

Corn-hog ratio, 488 
Corporate chainstores.    See Chain- 

stores 
Corporation,  described,  302 
Costs, marketing 

effect of risks on, 312-313 
indirect,  236-237 
Kenneth E. Ogren, 14-19 

Cotton 
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transportation to initial market, 
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Financing—Continued 
long-term, 332 
marketing.    Jesse W. Tapp, 331 

Flash pasteurization,  129 
Flaxseed, 455, 459 

standards, 159 
Florida, 93, 96,  122, 191 

citrus fruits, 426 
direct selling, 23 
increase in demand. 186 
processed, 429 

cooperatives, 246 
feed grain production, 404 
potatoes, 428 
sugarcane, 433 
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C. J. Carey. 272-278 
Freezers 

home, 386-387 
ice cream, continuous, 130 

Freezing   food,   effect   on  market- 
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delivery  practices,   327-328 
J.   M.   Mehl,   323-331 

trading, 316 fF. 
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258 

See also specific kinds 
Grain  Futures  Act,   260,   324 
Grain Futures Administration, 329 
Grain    Stabilization    Corporation, 

327 
Grain   Standards   Act,   153,   155, 

159-160,   408,   417 
Granger's Bank of California, 244 
Grapefruit 

processed, 429 
wrapping, 366 

Grapes, 426, 429 
Grease wool  production,  463 
Greaseproofness in packages,  136 
Great Atlantic and Pacific Tea Co., 

64, 67, 69, 229 
Great Plains, livestock, 486 
Greece, 423, 444 
Green peppers, 433 
GRETHER, E. T., 287 

What the Chains Did, 64, 66 
GuBiN, SIDNEY N.: Price Supports 

and Competition,   351-357 

Haag, Herman, quoted, 394 
Ham,    artery-and-stitch    pumping, 

122 
Handling 

bulk, of food, 128 
equipment, improved, 371 
operations,    improved   methods, 

365-368 
Hansen, John C, 385 
Harvesting 

celery,  portable equipment,  379 
methods,   improved,   378-379 

Haskelite  Mfg.   Corp.   v.   Federal 
Trade Commission, cited, 271 

Hawaii, sugar, 261, 433 
Hay, hauling, sharp practice, 275- 

276 
Hedge, cotton, 347 
HEDGES,   HAROLD:   How  Coopera- 

tives Work,   239-242 
Hedging 

defined, 321 
described,  307-308 
to reduce risks, 314-315 

HEDLUND,   FLOYD   F.:   Selling  to 
Processors, 31-34 

HERRICK, JOSEPH F., JR.: Efficient 
Use of Labor, 369-372 

HERRMANN, LOUIS F.:  Pricing by 
Formula, 347-350 

HERRMANN, O MER W. : Selling in 
Foreign Markets,  77-85 

HILBERT,   G.   E.:   Better Ways of 
Handling Food, 128-132 

Hillman, J. S., quoted, 290 
HINDS,  MAX K.:  Dairy Products, 

475-485 
HIRSCH, DONALD E.: Payment for 

Quality, 220-223 
Hoch-Smith Resolution,   104 
HOECKER, R. W.r 

Role of the Wholesaler, 70-72 
Where   the   Customer  Is   King, 

61-64 
HOFFMAN,   A.   C:   Economies  of 

Size, 228-233 
Hogs, 486 ff. 

cost of selling at terminal mar- 
ket, 53 

decentralized   marketing,   56-58 
method of sale, 303 
pricing,  50 
quality, 221 
purchased at sources other than 

public stockyards, 22 3 
sold through central market, 56 
valuing qualityf 49 

Hog-corn ratio, 488 
HOLT, BUDD A. : Marketing Agree- 

ments,  357-363 
Home-freezers,  386-387 
Honey, price support, 352 
Hoos, SIDNEY S.: Prices and Pric- 

ing, 342-347 
Horse,  use   in   transportation,   88 
Household   refrigerators,   385-387 
Houston, David P., quoted, 391 
HowELL, L. D.: Rights and Duties 

of .Ownership, 297-302 
Hucksters, 28-29 
HUDSON, WILLIAM J.: Kinds and 

Uses of Carriers, 92-99 
Hudson Bay Co., 67 
HULBERT, H. H.: Wool, 460-467 
HUI.BERT, L. S, : Co-ops and Legis- 

lation, 249-253 
Hydroconveying,  128 

Ice cream, 477, 478 
freezers,   continuous,   130 
vegetable-oil,   regulations,   292- 

293 
Iceboxes  on   wheels.       James  A, 

Mixon,   Harold   D.   Johnson, 
103-104 

Idaho, 93, 285, 414, 460 
cooperatives, 247 
feed grain production, 405 
potatoes, 428 

storage, 113 
taxes on margarine, 291 

Illinois,   93,   94.   117,   192,   288, 
405, 414, 428 

Bureau County, 243 
Chicago.    See  Chicago ' 
cooperatives, 245, 246 
Eckert Orchard Association, 23 
feed grain  production,  404 
grain    warehouses,     regulation, 

258 
Munn v., cited, 258 

Import (s) 
dairy products, 485 
feed grains, 412. 413 
licenses, 81 
quota system, 79-80 

Import  quotas  under  Agricultural 
Adjustment Act of 1933,  357 

tobacco, 443 
United States agricultural, value 

83 
Improvements   through   education. 

M. C. Bond. Frances Scudder, 
190-193 
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Income (s) 
effect on food consumption, 205- 

206 
family, effect on marketing, 196- 

197 
per person  and  retail  value  of 

meat consumed,  489 
personal,  in United States,  169 
taxes paid by cooperatives, 252- 

253 
Independent 

enterprises,   importance  in  food 
retailing, 229-230 

foodstore, sales, 63 
India, 423 
Indiana, 28, 93, 94, 192, 414, 428 

cooperatives, 246 
feed grain production, 404 
Indianapolis, 41 
roadside stands, 24, 25 
tobacco production, 443 
University, 192 

Industry, 224-237 
Inflation, effect on market, 398 
Information 

and communications,  170-193 
tying  markets  together,   338- 

339 
market, 175-179 
to reduce risks, 313 

Inspection 
authority for, 263 
factory, 218    . 
grain, State regulation, 258 
poultry, 160 
rosin, 158 
tobacco. 158-159 
turpentine, 158 
wheat, 417 

Insurance to reduce risks, 313 
Integration 

effect on method of sales, 308 
horizontal,  reasons for,  232 
in  food  industries,  229 
to reduce risks, 314 
vertical, reasons for, 231-232 

Intermediaries 
local, types, 29-30 
See also Agents; middlemen 

Internal 
black spot of potatoes, 380 
breakdown,  apples,  380 

International trade barriers, sugar, 
435 

International   Commodity  Clearing 
House, 82 

International     Sugar    Agreement, 
438 

International    Wheat    Agreement, 
82 

Interstate trade barriers, 288-295 
Interstate Commerce Act, 93, 102, 

105, 106, 107 
Interstate   Commerce   Commission, 

104,  105.   106,   107 
Inventory  financing,   332-333 
Iowa, 41, 57, 93, 94, 460 

cooperatives, 246 
eggs, 472 
feed grain production,  404 
Mason City, 56, 101 
Ottumwa,  101 
Rockwell, elevator, 245 
Sioux City, 41, 101 
tax on margarine, 291 
Waterloo,  101 

IRWIN, H. S.: Danger of Loss, 
309-316 

Italy, 423 

Japan, 423 
JESNESS,  O. B.:  What To Do?— 

One Man's View, 395-401 
JOHNSON, HAROLD D.: 

Efficiency in Refrigeration, 382- 
388 

Iceboxes on Wheels, 103-104 
JOHNSON,.  THEW D.:  Ways and 

Means of Storage,   111-115 
Jones Brothers Tea Co., 67 
Jones-Costigan Sugar Act, 437 

Juice 
citrus, extraction,  130 
concentrate 

apple, market research, 388 
orange, frozen, 389-390 

extractors, continuous, 130 

K-2C2. use in packaging,  134 
Kansas, 414, 418, 428 

cooperatives, 246 
feed grain production, 404 
Olathe,     Patrons     Cooperative 

Bank, 244 
sorghum grains, 405, 408 
tobacco production, 443 
Wichita, 41 

Kansas City, 37,  56. 418 
grain market, 50, 93, 113, 417 
livestock market, 41, 94, 101 
wheat prices and loan rates, 423 

Keliey,   Oliver  Hudson,   244 
Kentucky, 460 

cooperatives, 246 
feed grain production, 404 
tobacco production, 443 

KNAPP, JOSEPH G.: Dynamic, Effi- 
cient Research, 390-395 

Kraft Foods Company, 229 
KREPS, THEODORE J.: So As Not 

To Spoil the Market, 285-288 
KRIESEL,     HERBERT    C:     Dairy 

Products,  475-485 
Kroger, 229 

Labels, identifying quality by, 200 
Labeling 

descriptive, 168 
grade,   compulsory.      Jessie   V. 

Coles. 164-169 
State regulations, 269 

Labor 
cost of, 365 
efficient use of.    Joseph F. Her- 

rick, Jr.. 369-372 
marketing,    union   membership, 

369 
productivity reports, 376-377 
unions,  369-370 

Laborsaving equipment, 365 if. 
Lambs, 485 ff. 

purchased at sources other than 
public stockyards, 223 

sold through central markets, 56 
Land O'Lakes. 54, 230, 242 
Lard 

exports 
as   percentage   of  production, 

78, 85 
value, 82 

futures trading, 328 
Latin America, 423 
LEAVENS, DON C: Kinds and Uses 

of Carriers, 92-99 
Legislation 

and co-ops.    L. S. Hulbert, 249- 
253 

fair-trade, 285-288 
to reduce risks, 313 

Lemons, 429 
California,  half-size  boxes,   134 
See   also   Citrus   fruit 

Let the buyer beware.   Henry Mil- 
ler, 265-272 

Lettuce, 425, 426 
damage, 380 
improved   harvesting,   378-379 
production,  effect of advertising 

on, 186 
reducing risks in handling, 314 

Levies against marketing.    George 
A. Dice, 236-237 

Lewis, William E.. 385 
Licenses 

for handlers in California, 273 
import, 81 

Light wavelengths,   use  as   stand- 
ards,  145-146 

Linseed oil, uses-, 459 
Liverpool cotton trade, 325-326 

Livestock 
and crop reporting, 175-176 
auctions,  54, 489 
Charles  A.   Burmeister,   Harold 

F. Breimyer,  485-489 
cycles, 488 
direct buying, 489 
grades, 488 
market news,  177 
marketing, 485-489 

agencies, 489 
decentralization, 56-58 
regulation,  281-285 
State regulation, 293 

method of sale, 303, 305, 308 
prices, determination, 42-43 
production areas, 486 
products, exports, 77 
purchased at sources other than 

public stockyards, 223 
terminal markets for, 35, 41-43, 

49, 53 
transportation,   94.   95,   101 

to    initial    market,    type    of 
equipment. 89 

Loan(s) 
nonrecourse. Government, 7,355 
rates, wheat, and prices, Kansas 

City, 423    i 
tobacco, 440-441 

Locker plants, 382 
LOGAN, PAUL P.: When Meals Are 

Eaten Out,  72-74 
Logan's supermarkets, 66 
LOMASNEY,   W.    F.:   Farmers   as 

Their Own Salesmen, 23-27 
Long-run price,  defined, 343 
Los Angeles, 47, 68,  123, 245 
Loss,   danger   of.   H.   S,    Irwin, 

.309-316 
Louisiana 

cooperatives,  247 
feed grain production, 404 
New Orleans, 113 

cotton market, 51, 324 
sugar prices, 350 

sugarcane, 433 
sweetpotatoes, 428 
tobacco production, 443 

LOWENSTEIN,     FRANK:     Cotton, 
446-453 

Lucky Stores, 67 

Macaroni presses, continuous,  130 
Machinery,   baking,   131 
Machines 

packaging, 137-138 
processing, 130-131 

Maine, 93, 94 
cooperatives, 246 
feed grain production,  404 
potatoes, 428 

storage, 113 
Management  and   control.     Fred- 

erick    C.    Winter,    Max    E. 
Brun,  372-377 

Manipulation   in   futures   trading 
control,   329-330 

MANN,   LORENZO B.:  What Our 
Grandparents Did Not Have, 
121-127 

Manufacturer (s) 
agent, 304 
food. 71 

number,   227 
Manufacturing,   food,   121-127 

increase in,   121-123 
Margarine 

consumption,  484 
taxes on,  291 

Margins, 397 
marketing,  345 

Maritime Commission, 107 
Market (s) 

and   supplies,   reporting.     Sterl- 
ing R. Newell,  175-179 

basket, retail value, 12-13 
See  also   Terminal  markets 

central,  36-59 
contract,   requirements,   326-327 
designation   work,   328 
farmers' retail, 28 
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Market (s ) —Continued 
first, from farm to. Donald E. 

Church, Margaret R. Purcell, 
87-92 

futures.    J. M. Mehl, 323 
information,   175-179 
nervous system. Chester R. Was- 

son,   171-175 
news, 175-179 
Office of, 247, 391 
research, 390-395 
role in adjusting supply and de- 

mand, 398-399 
terminal. See Terminal mar- 

kets 
ties  between,   337-342 
value of food by channel of dis- 

tribution,  74-75 
Market News Service,  176 ft. 
Marketing 

agencies 
kinds, 4 
profits, 15 

agreements. See Agreements, 
marketing 

basis of, 2-21 
charges, 14-15 
complexity of,  11-12 
cost of. Kenneth E. Ogren, 14- 

19 
defined, 3 
direct, by farmers, 23-28 
firms 

economies of size, 228-233 
efficiency, size, and monopoly, 

233-235     . 
employment in, 227-228 
management and control, 372- 

377 
records,  373-377 

improvements needed,   13 
indirect costs of,  236-237 
levies against. George A. Dice, 

236-237 
orders.    See Orders, marketing. 
quotas, 262-263, 356 
regulations, 254-295 
research 

methods, 392-393 
results, 393-394 

services, 6-8 
system 

efficiency.        Frederick        V. 
Waugh, 11-14 

functions, 4 
future needs, 9-11 . 

technological  progress,   12-13 
Maryland. 68, 94, 288, 428 

Baltimore, 28, 37, 98, 113 
cooperatives,  246 
feed grain production,  404 
packaging requirements for to- 

bacco, 257-258 
tobacco,  440, 442 

production, 443 
Massachusetts, 94, 104, 213 

Boston,   28,   47,   94,   188,   213, 
266 

wool market, 52, 464 
milk marketing order, 348 

cooperatives, 246 
feed grain production, 404 
tobacco production, 443 

MCKAY, ANDREW W.: 
Beginning With Ben Franklin, 

243-249 
Selling Through  Local  Middle- 

men, 28-31 
MCNARY-HAUGEN 

bill, 289 
equalization plan, 351 

McNary-Mapes   amendment,   164, 
166, 169 

Meal and flour mills, number, 233 
Measures 

and weights, 143-150 
English,  146-149, 151 
in Colonies,  151-152 
United States,  146-149 

of product consumption, 208 
Measurement 

color,  150 
electricity,   149-150 

Measurement—Continued 
units and standards.   E. C. Crit- 

tenden,  143-150 
Meat, 485-489 

canned, 164, 486 
consumed,   retail  value   and  in- 

come per person, 489 
consumption 

per person, 489 
United   States,   205 

grades, 488 
grading,   160-162 
prepackaging,  133 
slaughtering    establishments, 
trend toward large scale,  230 
storage, 111-112 

Meat Inspection Act,   153,  214 
enforcement, 220 
provisions, 155 

Meatpackers 
"big four",  229 
regulation, 281-285 

Meatpacking plants,  35,  41.   127 
cooperative, 245 
large-scale, 233 
location,   influence   on   type   of 

selling, 308 
Mechanization,    farm,    effect    on 

marketing,  19-20 
MEHL,   J.   M.:   Futures   Markets, 

323-331 
MEHREN,  GEORGE 1.:  Prices and 

Pricing, 342-347 
Merchandise  firms,  general,  num- 

ber and sales, 226-227 
Merchandising,   defined,   8 
Merchant truckers, described, 29 
Merchants, commission 

duties and liabilities, 299 
regulation under Commodity Ex- 

change Act, 313, 326 ff. 
See also Agents 

Metric system, 144-146 
Mexico, 433 
MEYERS, TRIENAH: How They Tell 

What We Want. 207-211 
Michigan, 250 

cooperatives, 246 
feed grain production,  404 

Michigan State College, 192 
Middlemen 

local, selling through.    Andrew 
W. McKay, Martin A. Abra- 
hamsen, 28-31 

See also    Agents; Intermediaries 
Milk, 475-485 

advertising, 180-181 
concentrated,  484 

attempts to sell, 389 
consumption, 477 
containers, 484 
control laws. States, 292 
cooperatives,  305 
direct sales,  28 
dispensers, 74,  484 
dried  and  frozen,   122-123 
evaporated,  475 
fat. 477, 478 
fats replaced by vegetable fats, 

484-485 
formula pricing, 348 
marketing, 475-485 

municipal  regulation,   257 
orders,   261-262,   358,   363 
orders,   regulatory   provisions, 

360-361 
problems, 359 
State regulations, 259 

method of sale, 33, 305 
plants, changes, 234 
price support, 352 
pricing, 481 
production, 475-477 

per capita, 479 
sales,  geographical  distribution, 

482 
solids,  nonfat dry,  478-481 

cost of packaging, 136-137 
transportation, 94 

to    initial   market,    type    of 
equipment, 89 

unloads at terminal markets, 59 
vending machines,   484 

MILLER,   HENRY:   Warning!   Let 
the Buyer Beware!   265-272 

MILLER,    MARSHALL    E.:    Sugar, 
433-438 

Miller-.Tydings Act,  285,  286 
Minnesota,  32,  41. 94.  414,  418, 

428. 455. 460 
Albert Lea, meatpacking,  101 
cooperatives, 245, 246 
Duluth,   grain  market,   48,   93 
egg   and   poultry  marketing   in- 

stitute.  191 
feed  grain  production,  404 
Minneapolis,  37,   56,   101,   113, 

418 
family food dollar,  197,  198 
grain market, 48, 50, 93, 417 

restaurant surveys, 73-74 
St. Paul,  37,  56 
South St. Paul, 41 
tax on margarine. 291 
tobacco production, 443 

Mississippi, 288 
cooperatives, 246 
feed grain production, 404 

Missouri, 68. 285, 288. 414, 460 
cooperatives, 246 
feed grain production, 404 
Kansas City.    See Kansas City 
St. Joseph, 41, 418 
St. Louis, 37. 93, 101 
tobacco production, 443 

MIXON, JAMES A.: 
Efficiency in Refrigeration, 382- 

388 
Iceboxes on Wheels, 103-104 

Mohair, price support, 352 
Moisture   content,    packaging   re- 

quirements, 136 
Molecular distillation.  130-131 
Monopoly 

efficiency,    size,    and.     R.   G. 
Bressler, Jr., 233-235 

in marketing industries, 234-235 
v. economies of scale, 234-235 

Montana. 93, 285, 414, 460 
cooperatives, 247 
feed grain production, 405 

Morton, J. Sterling, quoted, 390 
Motor  Carrier Act  of  1935,   105, 

106 
Motortrucks.    See Trucks 
Multiple pricing. 341 
Municipal   regulation   of   market- 

ing, 255-257 
MURPHY,  EDWARD  J.:   Wheat,   a 

Food Grain. 413-424 
Mutton, 485 ff. 
Mutual Orange Distributors, 245 
Mutual Security Act of 1953, 79 

National    Association    of    Food 
Chains. 69 

National Association of Marketing 
Officials, 273-274 

National    Association    of    Retail 
Grocers, 68 

National Bureau of Standards, 148, 
152-153 

National Canners Association, 165, 
168 

National   Council   of  Farmer  Co- 
operatives, 69, 248 

National Grange, 69 
organization, 244 

National Livestock Producers Asso- 
ciation, 248 

National Milk Producers'  Federa- 
tion, 248 

National Tea Company, 65 
Naval Stores Act, 158 
Nebraska. 32, 285, 414, 418 

cooperatives, 245, 246 
feed grain production, 404 
Omaha, 37, 93 

livestock market, 41, 94, 101 
Netherlands, 433 
Nevada 

cooperatives, 247 
feed grain production, 405 

New Hampshire 
cooperatives, 246 
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New Hampshire—Continued 
direct sales of milk, 28 
feed grain production, 404 

New Jersey, 94,  189, 428 
cooperatives, 246 
feed grain production, 404 
Hammonton, 243 
Trenton farmers' market, 188 

New Mexico, 460 
cooperatives, 247 
feed grain production, 405 

New Orleans, 113 
cotton market, 51, 324 
sugar prices, 350 

New York, 21, 94, 189, 190, 213, 
261, 348, 460 

Buffalo, 418 
grain market, 113, 417 
family food dollar,  197, 198 

cooperatives, 243, 246 
court of appeals decision, 2 55 
feed grain production, 404 
fruit  and   vegetable   production, 

426, 428 
marketing regulation, 257 
potato storage,  113 
tobacco production, 443 

New York City, 47, 67, 98 
butter market, 54, 55, 56 
cotton market, 51, 324 
egg and poultry market, 94 
fruit and vegetable market, 93 
milk program, 261 

New   York   City   Department   of 
Markets, 236 

New York Cotton Exchange, 323- 
324, 326 

New  York  Mercantile  Exchange, 
54, 55 

New York State Farm Bureau Fed- 
eration,  181 

New York University, 192 
NEWELL, STERLING R.: Reporting 

Supplies   and   Markets,   175- 
179 

Nonfat dry milk solids, 478-481 
cost of packaging, 136-137 

Nonrecourse loans, Government, 7, 
355 

Normal price, defined, 343 
North Carolina, 68 

broilers, 34 
cooperatives, 246 
cotton marketing,  189 
feed grain production, 404 
tobacco production, 443 

North Central States, market out- 
lets for eggs, 30 

North   Dakota,   41,   48,   93,   285, 
414, 428, 455 

cooperatives, 245, 246 
feed grain production, 404 
tax on margarine, 291 

NORTON. L. J.: 
Essentials   of   Good   Terminals, 

48-52 
Selling    Directly    to    Terminal 

Markets. 34-35 
Nutrition, "basic seven," 205 
Nutritive value 

losses in, 378 
of diets, increase in, 203-204 

Nuts, tree, 428 
imports, 433 
production, 425, 426 

Oats, 403 ff. 
exports, 413 
futures trading, 328 
receipts 

at primary markets as percent- 
age of sales, 40 

at terminal market, 39 
graded  by   inspectors,   409 

seasonal variation  in prices and 
sales, 408, 410 

standards,  159 
uses, 412 

Ocean Spray, 242 
OGREN, KENNETH E.: How Much 

Does Marketing Cost Us? 
14-19 

^(72 

Ohio, 414, 460 
canned fruit and vegetable study, 

222 
Cincinnati, 37 
cooperatives, 246 
egg grading, 472   . 
feed grain production, 404 
roadside stands,  sales, 24 
tobacco production, 443 
Toledo, 93 

Oil(s) 
and fats 

C.   B.   Gilliland,   Richard   J. 
Foote,  453-460 

foreign trade,  455 
used in specified products, 456 

deodorization,   129-130 
mills, 457 
solvent extraction, 129 

Oilseeds 
comparative costs in processing, 

454 
method of sale, 303 

Oiticica,  459 
Oklahoma, 191, 285, 408, 414, 418 

cooperatives, 247 
Enid,  113 
feed grain production, 404 

OLEY,    WARREN    W.:    Ways    in 
Which Technicians Help, 187- 
190 

Olive oil, 455 
On-call purchase, cotton, 347 
Onions, 433 
Oranges, 426 

competition     between     different 
uses, 340, 341 

deceptive packing, 274 
exports, 78, 82, 85 
frozen, 275 
juice   concentrate,   frozen,   389- 

390 
processed, 429 
wrapping, 366 
See also Citrus fruits 

Orange Growers Protective Union, 
245 

Order buyers, described, 29 
Orders, marketing, 357-363 

authorization,  359 
defined, 357-358 
fruit   and   vegetable,   262,   358, 

359-360, 361, 363 
milk.   261-262,   358,   360-361, 

363 
programs in effect, 362 
regulation,  types. 360-361 

Oregon, 93, 285, 414 
cooperatives, 247 
feed grain production, 405 
Portland, 464 

Ownership. 296-335 
of business, types, 301-302 
rights   and   duties   of.     L.   D, 

Howell,    Charles    W,    Buey. 
297-302 

transfer, 7, 302-309 
kinds, 297-301 
method,    factors    influencing, 

308-309 

Pacific coast, livestock production, 
486 

Pack-out    method     of     handling 
fruits and vegetables, 277 

Packages 
apples,  190-191 
greaseproofness,  136 

Packaging,  6,   132-141 
costs,  136-137 
deceptive, 274, 276-277 
improvements. 231 
machines, 137-138 
materials. 132 ff. 
modern.    L. C. Carey, Gertrude 

G. Foelsch, Donald R. Stokes, 
132-141 

perishable products, 135 
requirements for tobacco, Mary- 

land, 257-258 
spinach,  137 

Packers and Stockyards Act, 253 
provisions, 260, 281-285 
Supreme   Court   decision   affect- 

ing,  259-260 
Packing 

in shipping containers,   138-139 
stovepipe method, 274 

Packinghouses,    apple    and    pear, 
grading operations, 368 

Pallet truck, 231 
Palletizing, 140 
Panels,  consumer  reporting,   209- 

210 
Parity formula, 399-400 
Partnership,  described,   302 
Pasteurization, flash.  129 
Patrons Cooperative Bank, Olathe, 

Kans., 244 
PAUL,    ALLEN    B.:    What    Our 

Grandparents Did Not Have, 
121-127 

Payment  for quality.     Donald  E. 
Hirsch,  J.   K.  Samuels,   220- 
223 

Peaches, 426, 429, 433 
wirebound boxes for, 98 

Peanuts, 455 
oil. 455. 460 
price support. 352, 353 

Pears, 429. 433 
core breakdown,  380 
exports as percentage of produc- 

tion   85 
packinghouse,     grading    opera- 

tions, 368 
storage,  improved,  380 

Peas, 432 
Pecans, 431 
Pennsylvania, 94, 405. 460 

cooperatives, 246 
feed grain production, 404 
Philadelphia. 37, 47, 67, 94, 98. 

243. 350 i 
market regulation, 255 
wool market, 464 

supreme court decision, 255 
tobacco production, 443 

PENTZER, W. T.: Waste and spoil- 
age,  377-381 

Pepper, adulteration, 212 
Peppers, green, 433 
Perishable products 

packaging, 135 
precooiing, 383 
storage, improved,  379-380 

Perishable  Agricultural  Commodi- 
ties Act, 262, 313, 391 

enforcement, financing, 236 
provisions, 279-280 

Personal  interview surveys,   210 
Pest control device, fraudulent, 277 
Philadelphia,  37,  47,  67, 94, 98, 

243, 350 
market regulation, 255 
wool mancet, 464 

Philippines 
coconut oil, 455 
sugar, 261, 433 

Pickles,  "fresh-pack,1 130 
Piggly Wiggly, 69 
Pillsbury, 229 
Pine    gum    industry,     processing 

plants, 34 
Planes, cargo,  102 
Plants 

food, 123-126 
sanitation, 131-132 

modernization,  financing,  332 
working   conditions,   improved, 

371 
Pliofilm, use in packaging. 135 
Polyethylene,    use   in    packaging, 

Pooling,  349 
arrangements     of     cooperatives, 

304-305, 308 
Population 

balance, effect on costs, 17 
farm, effect on marketing,  9 
United States, growth, 295 

Pork, 486 ff. 
POST, RODERT E.: Wheat, a Food 

Grain, 413-424 



Posted 
price sales, 303 
stockyards, 282 

Potatoes, 433 
damage, 380 
futures trading, 328 
internal black spot, 380 
production. 425, 426, 428 
specific gravity related to cook- 

ing quality, 381 
standards, 155-156 
storage,   113 

improved, 380 
unloading, 370 

Poultry 
and eggs 

cooperatives, 474-475 
Edward Karpoff, John J. Scan- 

Ian. 467-475 
marketing institutes, 191 
outlets, 472 
production   and   consumption, 

467-468 
production practices,  468-470 

auction, live, 191 
dressed,    unloads    at    terminal 

markets, 59 
dressing, new machines, 131 
grading and inspection, 160 
live,   unloads   at  terminal   mar- 

kets, 59 
marketing, 467 ff. 

improvements in, 188 
live, regulation, 285 

terminal markets, 52 
transportation, 94 

Prairie Farmer, 243 
Precooling perishable products, 383 
Preferences 

consumer,  determining,  207-211 
surveys, 207^211 

Prepackaging,   133-134 
Price (s) 

and  pricing.     Sidney  S.   Hoos, 
George L. Mehren. 342-347 

and  production.   United  States, 
21 

comparisons, 16 
corn   and   oats,   seasonal   varia- 

tion, 410 
effect of demand on, 396-397 
effect on consumer's choice, 200 
fluctuations,  344-345 
formation   at  terminal  markets, 

50 
instability, 395-399 
is a nexus and a symbol. Edward 

E. Gallahue. 150-157 
kinds, 343-344 
livestock, determination, 42-43 
long-run, defined. 343 
maintenance, resale, 285-288 
normal, defined, 343 
parity, 399-400 
posting, 361 
premiums for quality, 221-222 
pricing, 336-363 
programs, 401 

Government. 346 
retail, farmers' share. 15-17 
risks, 311 ff. 
risks, spreading, 7 
short-run, defined.  343 
spreads, farm-retail,  15-17 
sugar, 434-437 
supports, 400-401 

and competitions.    Sidney N. 
Gubin,   J.  Murray Thomp- 
son, 351-357 

effect on risks, 313 
history,  351-352 
loans, effect on financing, 334 
operations, CCC, 353 
programs, effects, 353-358 
programs, business reaction to, 

356-357 
wool, 352. 467 

system 
basing-point, 349-350 
zone, 350 

wheat, 418-422 j 
and  loan  rates,  Kansas  City, 

423 I 

Price   Administration,   Office   of, 
166-167 

Price Stabilization, Office of, 168 
Pricing, 7 

and prices, 336-363 
at roadside stands, 25-26 
at terminal markets, 38, 50 
automatic, butter, 347-348 
by formula.    Don S. Anderson, 

Louis F. Herrmann, 347-350 
dairy products, 481-482 
"efficient," defined, 345-346 
Government intervention in, 346 
milk, 481 
multiple, 341 
prices   and.     Sidney   S.   Hoos, 

George L. Mehren, 342-347 
Private 

carriers, 93 
duties and liabilities, 300, 301 

truckers. 92-93 
Problems   we   face.     William   C. 

Crow, 19-21 
Processing, 6,  120-141 

activity,  distribution,  125 
automatic instruments for, 128 
beet sugar, 434 
byproduct utilization, 132 
charges,  15-16,  17 
citrus, 122 

fruits. 428-429 
continuous operations,  129-130 
factories,  123-126 

sanitation, 131-132 
firms 

employment in, 227 
investment, 228 

food,  121-127 
technological   developments, 

128-129 
waste disposal, 132 

fruits, 428-431 
future needs, 10 
machines,  130-131 
oilseeds, comparative costs, 454 
plants, 123-126 

frozen food, location, 193 
sanitation, 131-132 

vegetable, 432 
Processors 

contracts with farmers, 32-33 
selling to.    Floyd F.  Hedlund, 

31-34 
Produce business,  some rules  for. 

Ted C, Curry, 278-280 
Produce Agency Act. 279, 313 
Production 

and prices, United States, 21 
controls, 351-352 
United States, 1939-53, 20 

Promotion program,  182-183 
Protective freight services, 95, 96 
Prunes, 433 

exports, 78; 82, 85 
packaging.  134 

\iblic market Public markets, municipal  regula- 
tion. 255-256 

Public Health Service, 220 
Puerto Rico, 192, 438 

sugar, 261, 433 
PURCF.LL,    MARGARET    R.:    From 

Farm to First Market, 87-92 
Purchase 

on-call, cotton, 347 
program, wool, 467 

Purdue University, 192 
Pure foods, long fight for.   Charles 

W. Crawford, 211-220 

Quality 
effect    on    consumer's    choice, 

199-200 
in food, factors, 221 
losses in, 378 
payment for.   Donald F. Hirsch, 

J. K. Samuels, 220-223 
8uarantine regulations, 81 

uota(s) 
import, 357 
marketing, 262-263, 356 
sugar, 261 
system, import, 79-80 

Rail 
arrivals   and   unloads   of   fruits 

and vegetables at Chicago, 46 
transportation, levies. 236 
unloads 

fruits and vegetables. 47 
selected   products  at  terminal 

markets. 59 
Railroad (s) 
.    agricultural business, 228 

freight claims for loss in transit, 
378 

regulation, 103 ff. 
transportation,   kinds   and   use, 

92-99    , 
use of trucks by, 101-102 

Raisins, 433 
exports, 78, 82, 85 

Receipts 
at primary markets as percentage 

of sales by farmers, 40 
grain, at terminal markets, 40 
warehouse,  115-116, 117,  118 

Receiving   cotton   bales,   improved 
method, 366-367 

Reciprocal Trade Agreements Act, 
81-82 

Reconsignment and diversion privi- 
leges, 95-96 

Records 
marketing firms   373-377 
retail store, studies to determine 

preferences, 208 
Refining, cane sugar, 434 
Refrigerated 

showcases, 189 
storage space, 112 

by States, 387 
distribution by type of ware- 

house,  114 
warehousing, 383-384 

Refrigeration 
efficiency in.    James A. Mixon, 

Harold D.  Johnson,   382-388 
equipment 

in restaurants, 385 
wholesaler, 383 

facilities    in    retail    foodstores, 
384-385 

in. transportation, 103-104 
on farms, 382-383 
to prevent spoilage, 380 
truck, 104 

Refrigerator cars 
described,   103-104 
modern, 384 
old-fashioned, 386 

Refrigerators,   household,   385-387 
Regulation (s) 

livestock marketing, 281-285 
marketing, 13-14, 254-295 

Federal, 259-265 
municipal, 255-257 
State, 257-259 

produce business, 278-280 
terminal markets, 38 
transportation.   Ralph L. Dewey, 

104-109 
warehouses, 263-264 

Regulatory 
measures, cost of, 236 
statutes administered by Depart- 

ment of Agriculture, 264-265 
Reporting 

panels, consumer, 209-210 
requirements for futures trading, 

328-329 
supplies  and  markets.    Sterling 

R. Newell,  175-179 
Resale price maintenance, 285-288 
Research 

and development by food firms, 
232-233 

applied, defined, 393 
basic, defined, 393 
cost of, 237 
dynamic,   efficient.     Joseph   G, 

Knapp, 390-395 
marketing 

methods, 392-393 
results, 393-394 
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Research   and   Marketing   Act   of 
1946, 192, 388 

research on marketing efficiency, 
235 

research on sugar marketing, 438 
Resident buyers, described, 29 
Restaurants, 72-75 

number and sales, 226 
refrigeration equipment, 385 

Retail 
firms 

employment in, 227 
nonfood,   number   and   sales, 

226 
food   firms,   number   and   sales, 

226 
foodstores, 61-64 

refrigeration facilities,   384 
markets, farmers', 28 
outlets, sales experiments, 208 
price, farmers' share,  15-17 
routes, 28 
store  records,   studies  to   deter- 

mime preferences, 208 
value of 

food by  channel  of  distribu- 
tion, 74-75 

market basket, 12-13 
Retailers 

education help, 191-192 
food, 60-75 

nonfood lines, 66 
Retailing, 7-8, 60-75 

charges, 15 
competition in, 337-338 
cotton goods, 448 
firms,   number  and   sales,   225- 

227 
self-service, 69 

Returns,   farmers',   in   relation   to 
cost, 17-18 

Revenue Act of 1951, 252 
Rhode Island, 472 

cooperatives, 246 
feed grain production, 404 

Riboflavin in diets, increase in, 203 
Rice 

exports, 78, 82, 85 
price supports, 352 

Risks 
effect on marketing costs,  312 
kinds, 309-310 
marketing, 309-316 
methods of handling, 313-316 
price, 311 ff. 
spreading, 7 

REVZAN,   DAVID   A.:    What   the 
Chains Did, 64-66 

Roadside markets, 23-28 
ROBERT, SHELBY A., JR.: HOW TO 

Launch  a   New   Product,   388 
Robinson-Patman    Act,    69,    288, 

350 
application to cooperatives, 251, 

253 
Rosin, inspection, 158 
ROYSTON,   REGINALD:   Fruits   and 

Vegetables, 424-433 
ROWE, HAROLD B.:  Forward Sell- 

ing, 316-323 
Rowel 1, J. D., quoted, 290 
RUBEL,   DONALD   M.:   Marketing 

Agreements, 357-363 
Rutabagas, 433 
Rye 

futures trading, 328 
standards, 159 

Safeway, 229 
Salaries and wages, 14 
Sale oft farms,  22-35 
Sales 

agreement,   example  of  transac- 
tion, 348 

corn   and   pats,   seasonal  varia- 
tion, 410 

experiments    in    retail    outlets, 
208-209 

foodstore, 61 
method, factors influencing, 308- 

309 
"on track," 303 

Sales—Continued 
posted price, 303 
time and manner of, legal con- 

sequences, 297-299 
"to arrive," 303 

SAMUELS,    J.    K.:    Payment    for 
Quality, 220-223 

San Francisco, 47 
family food dollar, 197, 198 
sugar price, 350 
terminal market for poultry,  94 
wool market, 464 

Sanitation of food factories, 131 
Sapiro, Aaron, 250 
Saran, use in packaging, 134 
Saundcrs, Clarence, 69 
Scald,  apple,  control,  379-380 
Scales, stockyard, regulation, 284 
Scope and size,  225-228 
SCUDDER,   FRANCES:   Improvement 

Through Education,  190-193 
Seeds, regulations, 268 
Self-harvesting   at   roadside   mar- 

kets, 28-29 
Self-service 

foodstores, 63 
retailing, 69 

Seller's market, defined, 49 
Selling 

agent, fruit and vegetable, 45 
direct, by farmers, 23-28 
directly    to    terminal    markets. 

L. J. Norton, 34-35 
forward.    Harold B, Rowe, 316 
in  foreign  markets.     Omer W. 

Herrmann, 77-85 
through local middlemen,    An- 

drew W.  McKay,  Martin A. 
Abrahamsen, 28-31 

through cooperatives, 304-305 
to   processors.     Floyd   F.   Hed- 

lund, 31-34 
Transfer of ownership.    Bennett 

S. White, W. Edwards Beach, 
302-309 

Share contract, 322 
Sharp trading, 272-278 
Sheep, 460 ff., 486 ff. 

method of sale, 303 
purchased at sources other than 

public stockyards, 223 
sold through central markets, 56 

Shenandoah   Valley,   broiler   pro- 
duction, progress, 473 

SHEPHERD, GEOFFREY: Changes in 
Structure, 52-59 

Sherman Act, 251, 270, 350 
Shippers,  competition  among,  338 
Shipping 

containers, 134, 138-139 
cardboard, 139 
packing, 138-139 
wood for, 138-139 

holidays, 361 
points, ties between, 338 

Short-run price, defined, 343 
Signs, highway, size, 26 
Size 

and scope, 225-228 
economies   of,   228-233 
efficiency, and monopoly.   R. G. 

Dressier, Jr., 233-235 
SLAGSVOLD. P. L.: Wool, 460-467 
Smith, Adam, quoted, 286 
Smith-Doxey Act, 158 
Smoking tobacco, 446 

manufacture, 445 
Smoot-Hawley Act, 289 
Snap beans, 432 
Snuff, 446 
Soft scald of apples, control, 380 
Soil   Conservation   and   Domestic 

Allotment Act of 1936, 352 
Solvent extraction of oils, 129 
Sorghum grains, 403 ff. 

exports, 78, 82 
price support, 353 
prices, seasonal variation, 408 
standards, 159 
use, 412-413 

South, livestock production, 486 
South America, 442 

South Carolina 
Charleston, 256 
Columbia, 188, 365 
cooperatives, 246 
court of appeals decision, 256 
feed grain production, 404 
tobacco production, 443 

South Dakota, 93, 285, 414, 460 
cooperatives, 246 
feed grain production, 404 

Southern     California     Fruit    Ex- 
change, 245 

SOUTH WORTH,     HERMAN:     What 
Can It Do for Us? 8-11 

Soybeans, 459-460 
exports, 78, 82, 85 
flow chart, 458 
futures trading, 328 
oil, 455, 459-460 

and meal, futures market, 328 
flow chart, 458 

risks, 311-312 
standards, 159 

Specialization, effect on marketing, 
3-4, 12 

Speculation, defined, 321 
Spices,   marks   used   by   sixteenth 

century grocers, 156 
Spinach, packaging, 137 
Spoilage and waste.    W. T. Pent- 

zcr, 377-381 
Spring wheat, hard red, 414 
Stabilization Act of 1941, 352 
Standard Barrel Act, 153, 155 
Standard Containers Act of 1916, 

153 
Standard Containers Act of 1928, 

153 
Standard Containers Acts, 140, 155 
Standard  Education  Society,   Fed- 

eral    Trade   Commission   v., 
cited, 272 

Standards. 150-157 
and grades, 142-169 
and grades, eggs, 472-474 
and units of measurement. E. C. 

Crittendcn,  143-150 
beef,  160-161 
establishment, authority for, 263 
for cotton classification, 267 
fruit and vegetable,   155-156 
grain, 159-160 
of Identity 

defined, 166 
products issued for, 267 

of quality, defined, 166 
potato, 155-156 

State(s) 
milk-control laws, 292 
regulation of marketing, 257-259 
taxes, use to control trade, 291- 

292 
trade  barriers  between,     D.   B. 

DeLoach, 288-295 
Steagall Amendment. 352 
STIEBELING,   HAZEL K.:  Our Na- 

tional Diet, 202-207 
Stockyards 

charges, regulation, 283 
scales, regulation, 284 
posted, 282 
regulation,   259-260,  281-285 

STOKES.   DONALD  R.:   Whys   and 
Hows  of  Modern  Packaging, 
132-141 

Storage, 6-7, 110-119 
apples, 113. 115 
bins, CCC, 411 
corn, 113 
cost and competition, 340 
cotton.  111, 112, 113 
dairy products, 112, 114-115 
eggs,  112,  114-115 
feed grains, 409-412 
fruits and vegetables. 111, 115 
future needs, 10 
grain, 111, 112, 115 ff. 
holdings, reports, 178 
meat, 111-112 
perishables, improved, 379-380 
potatoes,   113 
safe and unsafe, 115-119 
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Storage—Continued 
space,  rcfrigeiated,   112,  114 

by States, 387 
tobacco. 111, 112 
vegetables. 111, 115 
ways   and   means.     Russell   L. 

Chi]dress, Thew D. Johnson, 
111-115 

wheat, 113 
Stores,   department,  226-227 
Strawberries, 429 

deceptive packing, 274 
-  frozen, 122, 431 
Structure of terminal markets, 38 
Sugar, 433-438 

beets, 433 ff. 
diffusion process, 129 

consumption, 433 
distribution, channels, 436 

-entries and marketings, 435 
extraction by diffusion, 129 
international trade barriers, 435 
marketing, regulation, 261 
MarshallE. Miller, 433-438 
prices, 434-437 
quotas, 261 
refining    industry,    basing-point 

pricing system, 350 
tariffs, 435-437 
taxes, 437 
uses, 434 

Sugar Act provisions, 261, 437 
Sugarcane, 433 ff. 
Sullivan, Mark, quoted, 213-214 
Sunkist, 242 
Sunkist Growers, Inc.,  185, 245 
Sunmaid, 242 
Superettes, 61, 64 
Supermarkets 

departments included in, 62 
described, 65-66 
sales, 61 

Supply 
and demand, adjusting, 38 

market's role in, 398-399 
defined, 343 

Supreme Court decision 
affecting 

advertising, 270-271 
authority of  State v.   Federal 

Government   for   inspection 
and standards, 263 

milk marketing, 258, 261 
State regulation  of grain ele- 

vator, 258 
Packers   and   Stockyards   Act, 

259-260, 281 
production controls, 352 
resale price agreements, 286 
State milk regulations, 292 
Sugar Act, 261 

employing    doctrine   of   Caveat 
emptor, 266 

Surveys 
by mail, 210 
consumer preference,  207-211 

Sweet corn, 432 
Sweetpotatoes, 425, 426, 428 

dyed, 274 
storage, improvement, 380 

Tallow, exports, 78, 82 
Tank trucks, 88, 95 
TAPP, JESSE \V.:  Financing Mar- 
_     keting, 331-335 
Tariff(s ), 79, 81-82 

sugar, 435-437 
warehouseman's,  116 

Tax (es) 
excise, 14 

and processing, 236 
chainstores, 69 
paid by cooperatives, 251-253 
receipts, tobacco products, 441 
State, use to control trade, 291 
sugar, 437 
tobacco products, 445-446 

Taylor, Anne Dewees, 399 
Taylor, Henry C, 399 
Tea, adulteration, 212 
Technical assistance, 187-190 
Technicians,    help.      Warren   W. 

Oley, John A. Winfield, 187 

Technological 
developments in food processing, 

128-129 
progress, 12, 17 

Tennessee, 67, 94, 460 
cooperatives, 246 
feed grain production, 404 
Knoxville, 378 
Memphis, 51, 69, 324 
Nashville, 66 
tobacco production, 443 

Terminal markets, 36-59 
cotton, 50-51 
eggs, 51-52 
fruits and vegetables, 43-48. 51 
grain, 39-41, 48, 50 
grain receipts, 40 
livestock,  35, 41-43, 49,  53 
poultry, 52 
pricing at, 38, 50 
regulation, 38 
selling directly to.    L. J. Nor- 

ton, 34-35 
structure, 38-39 
ties between, 338 
unloads at,  59 
vegetables, 43-48. 51 
wheat, 416-417 
wool, 52 

Texas, 93, 94. 96, 191, 285, 414, 
428 

cooperatives, 247 
Corpus   Christi,    wet-processing 

plant, 413 
Dallas, cotton market, 51, 324 
feed grains, 404, 405, 408, 413 
Fort Worth, 37 

livestock market, 41,94 
Gal veston, 113, 413 
Houston, 66 

cotton market, 51, 324 
Lubbock, 51 
San Antonio, 365 
Tyler, fruit juice survey, 388 
wool, 460 

THIGPEN. J. E.: Tobacco. 438-446 
THOMPSON,    J.    MURRAY:    Price 

Supports     and     Competition, 
^.    351-357 
Time   and   work,   ways   to   save. 

William  H.  Elliott,   365-369 
Time contracts, history, 324-326 
Tin can,  common,  for packaging, 

135-136 
Tobacco, 438-446 

auctions, 440 
"barn-door" sales, 440 
classes, 159 
consumption, 444 
cooperatives, contracts, 251 
exports, 78, 442-443 

value, 82 
farmers' cash receipts, 441 
financing, 334 
for good cigars, 187 
grades, 159 
imports, 443 
industry in U. S., 439 
inspection, 158-159 
loans, 440-441 
manufacturing, 444 
market news, 178 
marketing 

Federal regulation, 263 
State regulation, 257-258 

Maryland     packaging     require- 
ments, 257-258 

method of sale, 305 
price support, 352. 353 
production, 443 
products 

taxes, 445-446 
tax receipts, 441 

storage,  111, 112 
Tobacco Inspection Act, 153, 158 
Tobacco Standards Act, 178 
Tobacco Stocks and Standards Act 

of 1929, 153 
Tomatoes, 426, 432, 433 

chilling injury, 380 
color measurement, 154-155 
stacked loads, 274-275 

Ton-mile, defined, 87 

Trade 
barriers 

between   States.     D.   B.   De- 
Loach, 288-295 

international, 79-81 
international, sugar, 435 

fair, legislation, 285-288 
foreign, 76-85 

policies, 79-81 
Transcribing    equipment,    use    in 

handling operations, 368 
Transfer, ownership, 7, 302-309 

kinds, 297-301 
methods,     factors     influencing, 

308-309 
Transit 

damage in, 97-98 
privileges, 95, 96 

Transport, air, 102 
Transportation, 6, 86-109 

butter, 93-94 
charges, 14-15 
costs, 98-99, 102-103 

effect on marketing, 21 
effect  on  terminal  markets,   37, 

53 
eggs, 94 
Federal Coordinator of, 106 
firms, 228 
from farm to initial market, type 

of equipment, 89 
frozen foods, 104 
fruits and vegetables, 93, 98 
future needs, 9-10 
grain, 93, 94-95, 98, 101 
improvements in, 99-103 
kinds and uses, 92-99 
livestock, 94, 95, 101 
milk, 94 
policy,   national,   102,   108-109 
poultry, 94 
refrigeration in, 103-104 
regulation  and  policies.     Ralph 

L. Dewey, 104-109 
vegetables, 93, 94, 98 
See    also    Carriers;    Railroads; 

Trucks 
Transportation   Act  of   1920,   105 
Transportation  Act of  1940,   105, 

107,  108 
Tree nuts, 428 

imports, 433 
production, 425, 426 

Truck(s) 
agricultural business, 228 
arrivals   and   unloads   of   fruits 

and vegetables at Chicago, 46 
comparison   of   federal   control, 

109 
farm, 87-92 
increased use of,  95 
kinds and use,  92-99 
operators, fees, 291 
refrigeration,  104 
regulation, 104 ff. 
tank, 88, 95 
transportation,  levies on,  236 
unloads 

fruit and vegetable, 47 
selected  products   at  terminal 

markets, 59 
use by railroads,   101-102 

Trucker(s) 
exempt, 93 
merchant,  described, 29 
private, 92-93 

Tung 
nuts, 455 

price support, 352 
oil, 459 

Turkey, 424, 444 
Turkeys, 467 ff. 
Turpentine, inspection, 158 
Two-price plans, 351 

Uniform sales act, 269 
Uniform National Car Demurrage 

Rules, 97 
Uniform Warehouse Receipts Act, 

117 
Unions 

labor, 369-370 
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Unit-load  principle,   367 
United Kingdom, 423. 433 
United  States 

agricultural exports 
percentage of production, 78 
as percentage of total, 81 
by destination, 80 
value, 82 

agricultural imports, value, 83 
exports 

of commodities, 85 
to Europe, 78 

farm exports, value, 84 
food consumption, 204 
meat consumption, 205 
population, growth, 295 
production, 1939-53, 20 
production and prices, 21 
weights  and measures,   146-149 

United States Food Administration, 
278 

United    States     Forest    Products 
Laboratory,  140 

United States Grain Standards Act, 
153,  155,  159-160. 408, 417 

United States Warehouse Act. 391 
provisions,   117-118,   263-264 

Units   and   standards   of  measure- 
ment.    E. C. Crittenden, 143 

Unloads 
fruit and vegetable, 47 

at Chicago by rail,  truck, 46 
selected      farm      products      at 

thirteen  terminal markets,   59 
Utah. 285. 460 

cooperatives. 247 
feed grain production, 405 
tax on margarine, 291 

Vacuum evaporators, 130 
Veal, 485 ff. 
Vegetable (s) 

and fruit, 424-433 
arrivals and unloads at Chica- 

go by rail and truck, 46 
auction market, 45 
brokers, 43 
canned, cost. 136 
canned,   financing,   331,   332 
canned, grade labeling. 165 ff. 
canned,  price-quality relation- 

ship. 222 
diseases, control, 379 
distributors, 43-45 
grading,  162-163 
handling,    pack-out    method, 

277 
losses, 378 
market news, 177 
marketing, 427 
marketing agreements, 360 
marketing channels, 425 
marketing,      decentralization, 

45-47 
marketing  problems,   359-360 
marketing,   regulation,    278 
marketing.    State    regulation. 

293 
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